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Here is an all-electronic computer at a price near $10,000 
which, even in these days of scientific triumph, represents 
a milestone in the computation art. 


Truly to comprehend this machine you must see it in action 


Poe 


— 
...and you can. With it, you fly through invoicing elec- 
T&S tronically; fractions without decimal equivalents, discounts 
A without conversions, end-of-the-day totals on command, 
—oee and even in foreign currency. 


Then call or write the Accounting Machine Divi- Lis ¢ 
sion, Monroe Calculating Machine Company, | mac allie 
Orange, N. J., to learn how electronics can build i 

greater profit for you. x 8 





MONROBOT] VIS BEING SHOWN AT THE NEW YORK BUSINESS SHOW 
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PREPARE FOR THE CPA =XAMINATION 





IAS offers an intensive CPA Coaching Course which has produced 
outstanding results. It is available only to competent accountants 


qualified through training and experience to prepare for the 
CPA examination. No attempt is made to teach general accounting; 


The need for special 
coaching has been well 
established by innumerable 
experienced accountants 
who have floundered 

in the examination room. 
They knew how to make 
audits but they didn’t know 


(1) how to analyze 
problems for the 
purpose of deciding 
quickly the exact 
requirements. 


(2) how to solve 
problems quickly, 


(3) how to construct 
definitions acceptable 
to the examiners, 

or 


(4) how to decide 
quickly on proper 
terminology. 


VAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 
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the entite course is pointed directly at the CPA examination. 


@ The IAS-CPA Coaching Course has been designed for busy 
accountants. The home-study method of tutoring is ideally 
suited to CPA examination preparation. Maximum use can be 
made of every available hour. 


e The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes hun- 
dreds of CPA examination problems and questions, with 
solutions supplemented by elaborate explanations and com- 
ments, working sheets, side calculations, and discussions of 
authoritative opinions. 


e Written examinations at the end of each assignment re- 
quire solutions to problems of CPA examination calibre. 
These are sent to the school where the grading, including 
personal comments and suggestions, is done by members of 
the IAS Faculty, all of whom are CPAs, Supplementary 
review material is furnished to those who want to “brush up”’ 
on specific accounting subjects, at no additional cost. 


The IAS booklet, “How to Prepare 
for the C.P.A. Examination” is avail- 
able free upon request. Address your 
card or letter to the Secretary, IAS... 


INTERNATIONAL ACCOUNTANTS 
SOCIETY, INCORPORATED 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 


of Controllers Institute of America 





1. To establish, coordinate and maintain 


through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together with 
the necessary procedures to effectuate the plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 





4. To veport to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 





5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental infl- 
ences as they affect the operations of the 
business. 





6. To provide protection for the assets of 
the business, This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 


coverage. 
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OUR ABC MEMBERSHIP 


As a member of the Audit Bureau of Circulations, 
it is our privilege to display the A.B.C. insigne— 
which for forty years has stood as the Hallmark of 
Circulation Value. Our A.B.C. report, like this 
symbol, is your guide to the purchase of advertis- 
ing from us . . . on the basis of FACTS. 

The Bureau’s exacting procedures are applied 
to our circulation practices and records by an ex- 


perienced A.B.C. circulation auditor. 


Measured and tested to these high standards, the 
results appear in our A.B.C. report, which tells you 
exactly: © How much paid circulation we have 
e How much unpaid distribution ¢ How we get 
circulation ® Our renewal percentage ¢ Business 
or occupation of our subscribers ¢ Where our 


circulation goes, and many other facts. 


Write for your copy of our A.B.C. report today. 
Study it to see why we’re proud to be one of the 3700 
other publishers, advertisers and agencies who 
are members of the Audit Bureau of Circulations. 


THE CONTROLLER 


A.B.C. REPORTS — FACTS AS THE BASIC MEASURE OF ADVERTISING VALUE 
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SLOAT VS. KAHN 


Editors, THE CONTROLLER: 

I am glad that Robert Kahn of Lafa- 
yette, California, had sufficient interest in 
my article, “Operations Research for the 
Businessman,” published in the June 1957 
issue of THE CONTROLLER, to write to the 
editors,* even though he did not read the 
article carefully nor did he check his con- 
clusions carefully. My purpose in prepar- 
ing an article of the nature of the one 
published was to remove some of the 
aura of mystery surrounding the field of 
operations research and to produce some- 
thing which could be grasped quickly and 
easily. The businessman already has far 
too much to read and to understand to 
add to that burden by loading him with 
complex problems and by requiring him 
to learn the intricacies of mathematical 
symbolization. 

If Mr. Kahn will reread the article, he 
will see that I stated at one point: ‘In this 
very simple situation, careful study and 
g00d juagment might have perhaps pro- 
duced the same results without high- 
powered mathematics. But actual cpera- 


tions are seldom, if ever, as simple and 
straightforward as those assumed in our 
exam ple.”’ This statement is true of all the 
examples cited and it is not at all sur- 
prising to me that Mr. Kahn could pro- 
duce a result which was only .06% 
poorer than the optimum cited in the 
second example of my article. But the 
important factor which Mr. Kahn over- 
looks is that he can have no assurance that 
his solution is a good one unless he com- 
pares it with the optimum solution. This 
is a very important point—one which I 
should like to emphasize and re-empha- 
size. 

Unfortunately, Mr. Kahn’s “simple 
arithmetic’ proved to be a little too simple 
for an improved answer to Example I. 
Shown below is a schedule using his sug- 
gested solution, but it produces a result 
(which I have had rechecked) that is not 
as good as the optimum presented in my 
article. Those who are mathematically 
inclined will realize that there can be no 
improvement over an optimum result ob- 
trained hy p-oper’y applied linear program- 


ROBERT KAHN’S SOLUTION TO THE LINE-BALANCING PROBLEM 














































Products Line #1 Line #2 Line #3 Requirements 
saahanid 145000 we 86,000 100,000 
i . 200,000 bg 200,000 
sas 316,000 184,000 i“ g seen 
3 1 50,000 sed — 150,000 
Production 480,000 384,000 86,000 950,000 
Line capacities 480,000 384,000 240,000 1,104,000 

















method 


Man-hours Required: 


150x. 14: .21 
1.00 x 316 = 316 
1.00 x 150 = 150 
1.25 x 200 = 250 
1.67 x 184 = 307.3 
4.00x 86—344 





1388.3 Man-hours 


Hours required for solution 
by linear programming 


1,373.3 Man-hours 
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ming techniques. I believe, therefore, that 
Mr. Kahn’s solution of this problem by 
other means illustrates the validity of the 
methods used in OR. Let me reiterate, 
however, that until we know the optimum 
solution to any problem we can have no 
assurance of the degree of" reliability of 
the result produced by any other method, 
All of us need check points, as is well in- 
dicated by this correspondence. 

Time after time, I have seen business- 
men produce extremely logical solutions 
to complex problems. This must be the 
case or many of them would not be in 
business today. I have also seen, time after 
time, slight improvements—in the range 
of 5% to 15%—produced by OR tech- 
niques. To me, this slight additional ad- 
vantage represents the difference between 
highly successful and moderately success- 
ful businesses. 


CLARK SLOAT 
Price Waterhouse & Co. 
New York 


* Mr, Kahn’s letter was published in the 
September 1957 issue of THE CONTROLLER, 
p. 416.—The Editors 


AN APPLIED SCIENCE 
Editors, THE CONTROLLER: 

I have read with interest your August 
1957 issue of THE CONTROLLER—specifi- 
cally the reprinted article about ‘‘Business 
Consultants: Their Uses and Limitations.” 

It is my impression that the pointers 
put forth would better fit the consulting 
field as it existed in 1946. 

We here were under the impression 
that the services of management consult- 
ants should be nearly an applied science 
as our staff are graduate industrial engi- 
neers and as such are up on the latest uni- 
versity methods. Most of our clients have 
been interested in real profits with proper 
growth. Consequently the services sup- 
plied through our organization have been 
of the nature which makes them directly 
measurable through the financial state- 
ments. 

I do not think that articles which duck 
the issue of the technical procedures being 
used by the consultants in the solution of 
problems are doing the profession any 
good. 

For what it is worth our suggestion is 
that future articles be of a more technical 
nature describing the more specific pro- 
cedures being used by the consultants in 
approaching and solving the problems. In 
our experience if the client does not 
evaluate the technical methods and how 
they apply to him, he opens himself to 
people of very good reputations but not 
necessarily the best solutions to his prob- 
lems. 


E. N. KAGAN 
I. Norman Kagan Company 
New York 

(Continued on page 522) 
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Hundreds of tax accountants are using modern Copyflex 
copying machines to speed and simplify preparation 
of tax returns and schedules. They have completely 
eliminated costly, time-consuming clerical copying and 
proof reading. You surely can too! 

With Copyflex, just one original writing does it! You 
start with the government-approved and state-approved 
tax forms, identical with standard forms but printed 
on one side only. You fill in each form as usual with 
pen, pencil, or typewriter. From this original writing, 
you make sharp, clear, exact copies in your Copyflex 
machine in seconds! Letter-size copies cost less than 
a penny each for materials. Color-tinted copies can 





(BRUNING) 








Copy/lex, 








... when you prepare | tax returns| with 
government-approved Copyflex Copying Method! 











be made where color-coded returns are necessary. 

Any of your Copyflex copies is just as acceptable as 
the original for filing with the government! 

That’s it! Just one original writing does it all. No 
time wasted on costly statistical typing, no proof 
reading, no copying errors, no messy and hard-to-read 
carbon copies. You get returns and schedules out 
faster, save hundreds of dollars in clerical work. 

Copyflex machines are quiet, clean, odorless... 
require only an electrical connection... can be oper- 
ated by anyone. They are priced as low as $555.00 for 
the handy, desk top model shown above. Mail coupon 
below for special literature offer. 


== SEND FOR YOUR FREE COPIES!= 


Charles Bruning Company, Inc., Dept. 112-U 
4700 Montrose Avenue, Chicago 41, Ill. 
In Canada: 105 Church St., Toronto 1, Ont. 
Please send me information on Copyflex for: 
(J tax return work, [J general accounting. 


Name Title 
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Address 








City County State 














ALL IN 


LOWEST COST! Without exception, the 
lowest priced completely automatic col- 
lator on the market. Compare and see 
for yourself. 

FASTEST SET-UPS! New, built-in features 
automatically adjust to weight of paper 
. . . eliminate costly down time in 
changing jobs. 

MOST COMPACT! Entire unit requires 
less space than average-size office desk. 


Write for new Bulletin C5 








718 Beacon Street 
Boston 15, Massachusetts 


CUMMINGTON COLLATOR 


National Business Show 
October 28th—November Ist 
























\ 


8-STATION 


Mechanism is completely enclosed for 
maximum safety and neat appearance. 
Available with casters for maximum 
mobility. 


WIDEST APPLICATIONS! This versatile, 
new Cummington Collator gathers, as- 
sembles, staples, stacks and counts every- 
thing from Annual Reports to Statisti- 
cal Presentations quickly . . . automati- 
cally .. . economically! 






Paper barrier 


or pick up 
your free copy 
At Booth 222E 


New York Coliseum 
New York, N. Y. 


COMMON SENSE AND COMPUTERS 


Editors, THE CONTROLLER: 

In case your readers missed seeing it, I 
am sure they would enjoy the article in 
the September-October 1957 issue of the 
Harvard Business Review by Ralph Lewis 
entitled ‘Never Overestimate the Power 
of a Computer.” In addition, it brought 
to mind Mr. Lewis’ very interesting arti- 
cle in the September 1956 issue of THE 
CONTROLLER, “The CPA Views Mecha- 
nized Accounting,” in which he pointed 
out, as he has reiterated more recently, 
the importance of a common sense ap- 
proach to computer installations by 
management. It was interesting, for ex- 
ample, to note that in both the article in 
THE CONTROLLER as well as the Harvard 
Business Review he emphasized the im- 
portance of management refraining from 
“keeping up with the Joneses.” 





THE CONTROLLER.............. 


This is not intended to deflate the fu- 
ture importance of the role of computers, 
but there should be no band-wagon ap- 
proach. It has been well observed that the 
computer can do the calculating but it 
cannot do the planning. 


PHL 


A further appeal to apply a common- 
sense business appraisal to computer appli- 
cations was presented in a study published 
in late 1956 by Controllership Foundation, 
research arm of Controllers Institute of 
America. Entitled “Appraising the Eco- 
nomics of Electronic Computers,” i# was 
prepared by Frank Wallace, partner, Peat, 
Marwick, Mitchell & Co. and presented an 
approach for a company to determine the 
feasibility of acquiring a computer. The 
study is available from Controllership Foun- 
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dation, Two Park Avenue, New York 16, 
N. Y. at $4.00. 
—The Editors 


PRAISE FOR PEIRCE 


Editors, THE CONTROLLER: 


In the July issue of THE CONTROLLER 
the article “Control by Budget” by James 
L. Peirce was of special interest to me. It 
is one of the most concise and lucid com- 
mentaries I have yet seen on budgeting 
and I should like permission to reproduce 
a limited number of copies for distribution 
to operating personnel in our plant. 


J. E. CALLAHAN 

Westvaco Chlor-Alkali Division 

Food Machinery and Chemical Corporation 
South Charleston, W. Va. 


Reprints of Mr. Peirce’s article have been 
made and are available at 35¢ each from 
Controllers Institute of America, Two Park 
Avenue, New York 16, N. Y.—The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





A SELECTED SOURCE 


Editors, THE CONTROLLER: 

We take pleasure in informing you 
that your publication is listed and briefly 
described in a bibliography entitled, ‘Se- 
lected Sources of Information for Graphic 
Arts Management” prepared for free dis- 
tribution to the more than 1,000 partici- 
pants at the 71st Annual Convention of 
Printing Industry of America, Morrison 
Hotel, Chicago, October 14 to 17. 

At this convention we will hold a 
“Graphic Arts Information Show” where 
the books and periodicals contained in this 
bibliography will be displayed for inspec- 
tion. We invite you to submit an issue of 
THE CONTROLLER for this display. 
BERNARD J. TAYMANS 


General Manager, PIA 
Washington, D. C. 





ite nba ners itn. 
¢ Unusual Business Gift! =} 
( To each person on your Xmas List:—We @ 
y) will send a BEAUTIFUL Xmas Card 4 
. and MAGAZINE Gift Certificate showing ( 
/ your name as donor, listing 18 leading / 
y magazines—Life, Reader’s Digest, etc. % 
* They mark their FAVORITE ONE and / 
( price certificate to us in our prepaid / 

envelope. $ 
( We enter subscription and first copy ( 
( arrives Xmas. We bill you for the ¢ 
? subscription at reduced Xmas _ rates. 4 
* FREE Sample of Xmas Card, Certificate ( 
¢ & magazine prices sent on request. 9 
¢ GIV-A-FAVORITE ( 
( 305 Bristol Street Brooklyn 12, N.Y. / 
/ Dickens 5-2293 } 
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“The Past Is Prologue” 


In the September issue of its Members’ Bulletin, Con- 
trollers Institute of America released a statement by its in- 
coming president, James L. Peirce, vice president and con- 
troller of A. B. Dick Company, Chicago. The broad 
perspective and the stimulating content of the statement 
merit further distribution. Readers of THE CONTROLLER 
—including members of the Institute who have asked for 
Mr. Peirce’s statement in a more permanent, printed form 
—will welcome the opportunity to study his views, and we 
are happy to present them herewith: 


During the 26 years of its existence, Controllers Institute of 
America has grown strong in its influence upon the business 
affairs of the North American continent. Yet this influence is 
scarcely recognized because it is so inconspicuously exercised. 

Our Institute does not raise its voice in debate, nor is it found 
exerting pressure on legislators or government officials. Its power 
is the aggregate of the individual thinking of its approximately 
4700 members. In the growing strength of the controllership 
idea, as exemplified by its practitioners, lies the real influence 
which the Institute brings to bear on business. 

We have reason to take pride in this constructive force. Self- 
seeking power is always revealed as a counterfeit. The power of 
controllership is not selfish, but is dedicated to the advancement 
of industry and hence to the good of mankind. From this foun- 
dation comes the vitality of the management planning and con- 
trol idea, and its efficacy in modern business. 

The Institute was founded in response to a specific need. Of 
the men responsible for accounting in industry, a broader par- 
ticipation in the affairs of management was being demanded. 
This was evidenced not so much by any words uttered by top 
management itself as by the complexity of business organization 
and the urge for better direction. 

In the Institute’s first quarter century, it has met this demand 
through the development of the controllership idea as we now 
know it. Little by little, this concept has been brought into re- 
spected recognition by business management throughout the 
United States and Canada. 

The burden of this achievement has fallen upon the individual 
Institute members—through their writing, speaking and practice 
—but their Institute has furnished organized encouragement. By 
means of its conferences, its local programs, its magazine, and 
its research, it has created the atmosphere within which the new 
idea could grow and thrive. 

We can have no doubt that the future holds still greater chal- 
lenges. We must admit freely that the nature of these challenges 
is not now known, any more than the development of recent 
years could be foreseen when our organization was brought into 
being. 

Yet the outlines of our future are dimly visible. Thought 


moves ahead faster as we telescope the gathering and processing 
of data. Decentralization continues, buffeted by the counterforce 
of massive automation. The call on research is magnified, the 
market intensifies its relentless pressures, and manufacturing 
must respond with more flexibility and lower cost. 

Planning, then, must be prepared to move to a new altitude. 
It must be more universally practiced. The line must treat plan- 
ning as one of its major attributes and the control staff must be 
more highly skilled. In a word, controllership faces a sharp test 
of the principles its students have learned. 

Controllers Institute of America is the central element in this 
management evolution. Its opportunity has no limitations. To ful- 
fill this destiny it needs to remain strong and to grow stronger— 
not so much in numbers as in the individual capacities of its 
members. We need the broad participation of the Institute’s 51 
fine Controls in the development of controllership thinking. 
More than committees, more than officers, directors and staff, the 
entire membership must think, talk and practice controllership- 
in its business life. Herein lies the Institute’s future vitality, and 
herein lies its real worth both to its membership and to the na- 
tional economies. 

We must cherish and nourish this healthy new strain of man- 
agement thought. It may be more important to the economy of 
this continent, and hence to the world, than we have yet per- 
mitted ourselves to dream. 


Talking Turkey 


Current problems confronting the Turkish economy were 
discussed at the October 8 meeting of the Cincinnati Con- 
trol of Controllers Institute by Maurice T. Lindquist, gen- 
eral manager, Manufacturing Division of the Kroger Com- 
pany, Cincinnati, Ohio. Mr. Lindquist, a past president of 
the Cincinnati Control, was a member of a six-man U. S. 
Trade Mission team to Turkey and the Izmir International 
Trade Fair. 

Turkey, in its headlong rush to westernize, has crawled 
far out on the financial limb. One result is a hard-dollar 
shortage, making capital-equipment purchases in this coun- 
try a difficult task, and a creeping inflation. It is his opinion, 
however, that the aggressiveness and ingenuity of the Turk- 
ish people will solve this problem. 

The United States had some stiff competition in the Izmir 
Trade Fair. Russia put forward its best consumer and capital 
goods foot. 

“But the American exhibit drew more people,” said Lind- 
quist. Consumer goods were the attraction in the American 
display. Izmir is a major Turkish port city with 300,000 
population on the Aegean Sea. 

Turkey, he said, has created a favorable climate for pri- 
vate business. However, most of its basic industry, including 
transportation, is state owned. 

Supermarket-conscious Lindquist notes that Turkey is 
where the United States was several decades ago in regard 
to mass marketing of food. However, a notable attempt is 
being made in that direction. But it is under state auspices. 

The government has set up a self-service-type store (3500 
square feet versus the average new store’s 15,000 square feet 
in this country) where it is training its people in food dis- 
tribution. —PAUL HAASE 


THE CONTROLLER......... -.... NOVEMBER 1957 





525 


































(versatile and economical,too) 


It’s downright satisfying to watch a Burroughs Sensimatic fly 
through even your most complex accounting jobs, move nimbly 
from job to job, rack up big savings in time and effort all the while. 


The Sensimatic’s exclusive sensing panel is the key to this 
advanced performance. One panel guides the Sensimatic auto- 
matically through four jobs. To switch from job to job, you 
merely flick a knob. And Sensimatic does the rest—swiftly, 
accurately, thoroughly —taking on many decisions and motions 
for the operator. Additional slip-in panels make it possible to 
do any number of jobs. 


What about major changes in your accounting setup over the 
years? With the Sensimatic, you don’t change machines—merely 
the panels. There’s no obsolescence. 


Available in six series, 2 to 19 totals, there’s a Sensimatic just 
for you. Call our nearby branch for a demonstration. Burroughs 
Corporation, Detroit 32, Michigan. 
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to Budgetary Control 


Robert R. Renner 


| DEFINING PLANNING 

There are countless definitions of planning. Here is still an- 
other. Beyond being a definition, it is one concept of planning. 
Planning is a prime foundation for control. Control is a matter 
of action, and we can control in some measure without organized 
planning, but it is an impossibility to achieve real control with- 
out any planning whatsoever. There is an inseparability among 
planning, setting objectives, measuring performance, analyzing 
results, making decisions, taking action, controlling. Whenever 
dealing with any one of these elements of the management 
process, we cannot do so without also dealing with the others. 
We can’t talk about planning without talking about controlling 
because the act of planning 1s a control action; it is part of the 
management process. What is the planning process itself ? 

Any managerial action or, broadly stated, any business action, 
to bring a satisfactory result, must originate in some planning. 
Actions which seem to be spontaneous, or instinctive, if fully 
analyzed usually develop to have had an early foundation of 
planned action under similar or identical conditions sometime 
previously. Planning is selection in advance or predetermination. 
Thus as one of many possible definitions of planning the follow- 
ing might be offered: 


Planning is the process of predetermining the goals; and the 
actions, or series of actions with their sequence and alternatives, 
required to achieve them. 


Please take special note of the idea that planning is predeter- 
mination. 


Introducing an Organization 





How to sell 
the need for control 
and how to start a program 


ll PLANNING FOR BUDGET CONTROL 

Like every other control technique in the management process 
which may not be used but is under consideration for salen 
and use, that of budget control must be planned. The planning 
should be in detail and quite specific. However, time should not 
be lost and as a realistic practice two phases should take place: 
(a) general planning and (b) the detail, specific planning to 
follow. 

Too much emphasis (and this is a personal opinion) cannot 
be placed on the importance of action . . . getting started; re- 
sults always follow action. So in planning for budget control it 
is important to make the start. 

As a suggestion on how to get started the outlined program 
given in subsequent pages may be helpful. The particular pro- 
gram outlined was used in an actual case company. 


A SINCERE INTEREST AND DESIRE FOR IT MUST EXIST 
AT ALL LEVELS OF MANAGEMENT 

This seriously means a// levels of management, from the chief 
executive down through his staff and middle management to 
first-line management. First-line supervisors are at the point of 
action where effective operations are achieved because these are 
the supervisors who deal with the people who handle the ma- 
terials, the machinery and the methods. Unless first-line manage- 
ment people are convinced and want to use budget procedures to 
help themselves do a better job in their own areas, “enforced” 
acceptance on their part results in repressed resentment. This 
attitude can also result from a tendency on the part of higher 
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levels of management to use budgets as scoreboards and bases 
for criticism. Thus it is important that there be an honest desire 
to use budgets constructively. 


ITS ADOPTION MUST BE LONG-TERM AND NOT 
TEMPORARY 

Adoption should not be undertaken because it is fashionable 
to do so, nor as a hoped-for cure or last-resort measure. These 
are shallow motivations which in the long run can result in “on 
again, off again, Finnegan” practices, and in turn not only 
destroy confidence but also foster suspicious reactions on the 
part of the people in the organization. When these conditions 
prevail, budget procedures become useless and harmful rather 
than constructive and helpful. 


THERE MUST BE RECOGNITION THAT THERE ARE 
VARIOUS TYPES OF BUDGETS 

Fixed Appropriation—This type is usually associated and used 
in connection with budgeting expenditures for fixed assets, or as 
otherwise termed, capital expenditures. 

Programs and Campaigns—This type is usually associated and 
used with planned expenditures for sales campaigns, advertising 
programs, research and development programs and the like. 

Profit Management—This type is usually associated with and 
used in budgeting for profit and loss, expense (overhead) con- 
trols, costs and the like. 

Financial—This type is usually associated with and used in 
budgeting working capital requirements, cash position, and the 


like. 


These are the more commonly recognized types. There are 
others, used with different data, which are usually not thought 
of as budgets. These include man-power budgets, production 
schedule budgets, procurement budgets, project budgets, etc. In 
addition are the well-known budgets in relation to government 
operations—federal, state, local, etc. It may be worth mentioning 
that perhaps the term “‘budget”’ is very frequently and commonly 
associated with the idea of securing funds up to certain limits, 
thus being an authority to spend without further approval. 
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“Wibly, I'll be away for a month. 
How'd you like to look after the plant for me? 
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Now it should be watered at least twice a week...” 
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lll CONSIDERATIONS WHEN ADOPTING 
BUDGET PRACTICES 


A. THE PREREQUISITE CLIMATE 

Proper climate is essential and a prerequisite to friendly under- 
standing and acceptance of ideas. The following are important 
in respect to budget practice: 


1. REALIZATION AND ACCEPTANCE THAT IT Is A USEFUL 
MANAGERIAL TOOL. With the concept that the purpose of ‘‘man- 
agement” is to manage and that managing is governing, regulat- 
ing, steering, and inducing action expansively as well as re- 
strictively, the following “realizations and acceptances” merit 
consideration. Budget practices should be applied principally: 


a. To manage conditions, situations and things rather than con- 
trolling people and individuals. 

b. To manage in a dynamic, stimulative manner rather than in a 
repressive, negative manner. 


For example, budgeted expense for repairs of production 
equipment in a particular department may be $2,000 a month. 
The foreman, in a keen interest of making a good showing on 
his budget, may refrain from making repairs, which may cumula- 
tively impair efficiency. Dynamic use of the budget by the fore- 
man’s supervisor would be not only to commend the foreman for 
staying within the budget, but also to inquire whether desirable 
repairs are being set aside in order to stay within the budget. This 
would stimulate objective thinking by the foreman in that it is 
more important to keep equipment in repair and producing ef- 
ficiently, than to restrict repair costs to a point which could 
eventually harm productivity. 


c. To manage by review and comparison of actual achievement 
with planned achievement. 


Modern management rests in part on forward planning and 
targeting of action, then measuring accomplishment against plan. 
Budgeting and a budget are the crystallization of forward plans 
into concrete expressions of monetary values. The basic purpose 
of a budget and budget procedures is for comparison and re- 
view. Control becomes the result of action stemming therefrom. 


2. AGREEMENT ON THE OBJECTIVES OF ADOPTING BUDGET 
Practices. It should be a rule that all individuals who will 
have or who have administrative and managerial functions have 
a common understanding and agreement on the objectives for 
which budget practices are being adopted. As a simple illustra- 
tion, in the case of the advertising manager, there should be 
understanding and agreement that an advertising budget is for 
use as a tool in planning and managing advertising programs 
and campaigns and not solely a monetary appropriation. In the 
case of a plant manager, there should be understanding and 
agreement that expense budgets are for the purpose of intelli- 
gently and effectively managing the expenditure of monies for 
operating expenses without impairing efficient operations. 


3. ORGANIZATIONAL RESPONSIBILITIES HAVE BEEN REASON- 
ABLY WELL DEFINED AND ORGANIZATIONAL STRUCTURE Is 
REASONABLY STABILIZED. This is a fundamental condition. 
Budget practices involve management and review of performance 
in accordance with responsibility and authority. If the responsi- 
bilities and the structure within the organization are constantly 
in state of change, it becomes a very difficult task, complex and 
clerically expensive, to constantly adjust and properly maintain 
accounting records so that the reports taken from them can fol- 
low each change in the organization’s make-up. For example, if 
for the first month of a year the Maintenance Department is 
under an assistant plant superintendent who has other organiza- 
tional departments under his responsibility, then, in the fourth 
month a subsection of that Maintenance Department is trans- 
ferred to the jurisdiction of a different executive (and this sort 
of transfer of department does take place often) maintenance 
expenses become affected during the course of the year by the 
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management of different individuals. Any review and compari- 
son of cumulative year-to-date figures become involved with the 
complexities of segregating responsibility to the various indi- 
viduals according to the time of their “regime.” Expenditures by 
a predecessor may bring benefits or ill effects borne by the suc- 
cessor and budget comparisons may be misleading. 


4, AN ADEQUATE ACCOUNTING SYSTEM Is IN OPERATION. 
Unless the framework of the accounting system, accounting pro- 
cedures, and the personnel of the accounting function are ade- 
quate in the full sense of the word, the accumulation and report- 
ing of transactions and data become unreliable. Where there is 
unreliability in the figures, comparison between actual and 
budget will be questionable, develop doubt and bring lack of 
confidence. 


5. AGREEMENT ON A REASONABLE LENGTH OF TIME. A 
reasonable length of time is essential for design, development 
and installation of practical budget procedures. Further, it is 
essential that there be a trial period for operation to smooth out 
and modify, to eliminate ‘bugs’ which can, and do, develop. 
Over and above this time is the more important time for col- 
laboration and gaining acceptance of the supervisors and execu- 
tives whose responsibilities and performance will be compared. 


B. SOME DO’S AND DON'TS IN GENERAL 


1. Do have the individual executive make up his own budget 
first. Lend him every assistance, including historical accounting 
and cost data which he might require. If the individual is a 
principal participant in the preparation and development of his 
budget and the plans which he will follow in managing his area 
of responsibility, his agreement and acceptance of budget allow- 
ances make him a part of the whole. The budget does not become 
something ‘‘shoved” on him whether he likes it or not. It isn’t 
something which he accepts under repressed objections. It will 
have his wholehearted support. He will use it for what it is in- 
tended: a tool of management. 

e 

2. Do use the same bases of allocation of costs and expenses 
for budget allowance purposes as are used in the accounting cost 
system. “ 

3. Do use common “verbal roadmaps’’—practical terms and 
bases of computation and measurement, those with which the 
individual is familiar. For example, labor hours, floor space, 
unit quantities, and the like, rather than denominators which 
are unfamiliar. 


4. Do use different types or forms of budget reports, and the 
contents thereof, for different levels of management and types 
of activities. Budget reports and their contents which are most 
useful to the chief executive of a company are far different from 
those most useful to a first-line foreman of an Assembly Depart- 
ment. . 


3, 00 


5. Don’t use or regard “forecasts,” “projections,” “estimates,” 
and other types of “forecasts” by whichever name they may be 
termed, as budgets. Budgets imply certain benchmarks, targets 
or goals which have been agreed upon after review and applica- 
tion of judgment collectively and cooperatively to forecasts and 
projections, etc. e 


6. Don’t combine cost reports and budget reports. 


a. Cost reports are usually associated with the purpose of report- 
ing costs of operations, processes, products, jobs, assemblies, 
etc., and imply “per unit” or “per quantity.” 

b. Budget reports on the other hand are usually associated with 
costs and expenses in the aggregate and related to a total 
volume of activity or period of time. 


7. Do bear in mind at all times that it is more effective to think 
of budgets in association and relation to plans, and planned 
courses of action, rather than /imits within which actions must 
be restricted. 





PARLIAMENTARY LAW MANUAL 


“Basic Principles of Parliamentary Law and Proto- 
col” is the title of a concise manual recently published 
by Marguerite Grumme, 3830 Humphrey Street, St. 
Louis 16, Mo. The pocket size publication is based on 
the familiar Robert’s Rules of Order, and includes 
new and additional material on protocol as well as 
meeting and convention agendas, 12 basic rules for a 
speaker, and a simplified “Chart of Motions.” The 
manual is available at $1.00 per copy. Information 
about quantity discounts is available from the author, 
who is a registered parliamentarian. 





IV HOW TO GET STARTED ON A BUDGET 
CONTROL PROGRAM 


ACTIONS TO BE TAKEN 

STEP 1. Institute an immediate cost reduction campaign; if 
one is underway already, intensify it. 

STEP 2. Announce to the entire organization that: 


1. The cost reduction measures initially taken are only and neces- 
sarily preliminary leading toward the adoption of regular and 
permanent cost control and budget practices. 

2. The next phase is the development of a formal budget sys- 
tem, forms, procedures and establishment of budgets for each 
department and division. 

3. During the first six months, however, interim budget pro- 
cedures directed toward subsequent more formalized ones are 
being put into effect. It is best to get started. 

4. A program of developing and installing a complete budget 
system is everybody’s, but in order that it may be effectively 
and speedily done, a single individual must have responsibil- 
ity for it. 


> 


This initial announcement should be in written form to each 
one in a supervisory capacity over the signature of the chief 
executive. 

STEP 3. Study and proceed with organizational structure con- 
solidations of departments or functions which deserve such inte- 
gration. Budget control requires an initial clarification and 
centering of functional responsibility. 

STEP 4. Issue a simple organization chart and companion clas- 
sification of responsibility and authority if none are in use. If 
used, then bring them up to date. 

This should be issued with a covering memo by the chief ex- 
ecutive with the explanation that organization charts are not to 
be interpreted in terms of rank, status or salary level in the or- 
ganization, but as schematic diagrams of areas of responsibility 
and channels of information and communication. 

STEP 5. Immediately thereafter hold a series of short meet- 
ings of all supervisors over the ensuing four weeks (dinner 
meetings after 5 P.M., paid for by the company) for the pur- 
pose of explaining budget control, how it operates and how you 
expect yours to function. 

These explanatory discussions should be given by the budget 
director. At the same time also outline generally what con- 
tribution in the way of suggestions, recommendations and advice 
will be needed and wanted from the individuals present. 


(Continued on page 530) 
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SrEp 6. During the same period of time, the framework of 
the budget system and related procedures are to be developed. 
This to be done under direction of the budget director. 

SreP 7. As each departmental budget is developed in col- 
laboration with department foreman and his division head, it is 
to be submitted to the chief executive for approval. (This step 
may seem unnecessary but is desirable.) Upon approval, put it 
into effect. 

STEP 8. Each month after figures for the month’s operations 
have been completed, budget review conferences with each fore- 
man individually (division head present if he so desires) by the 
budget director should be held, and the results discussed. 

STEP 9. As soon as all departments have their budgets in oper- 
ation, start work on the next fiscal year budget company-wide 
and include at least the following: 


1. Profit and Loss Budgets 
(a) Company over all 
(b) Each product 
. Balance Sheet Budget 
. Cash Budget 
. Inventory Budget 
. Capital Expenditure Budget 
. Research and Development Budget 
. Departmental Operating Expense Budgets 
(for each department and division) 
8. Basic Sales Forecast and Sales Objective Budget 
9. Basic Production Forecast and Budget. 


SIA UU BW LPO 


In any event, work on this phase should start about three 
months in advance of the new year. 


VARIOUS SEGMENTS OF THE BUDGET SYSTEM 


1. Sales Forecasts 

A system of sales forecasts by product lines, made on an an- 
nual basis broken down into monthly figures, is a first essential. 
No budget program has ever been successful without a system of 
sales forecasts. 

These forecasts should be revised quarterly and at each revi- 
sion projected for the ensuing 12 months so that at all times the 
budget plan will be on a 12-months-ahead basis. 


2. Investment in Inventories 

A basic policy on the aggregate amount of dollars to be in- 
vested in inventories (raw materials, purchased parts, in-process 
and finished goods) must be set. 

This need not be a single fixed figure but may be on the basis 
of a min/max or a spread, for example, $2 million to $2.5 mil- 
lion. Moreover, it should be reviewed and revised quarterly, each 
time that the revised sales forecasts are made. This will provide 
for flexibility. 





MAN BEATS MACHINE 

An IBM 704, which will be used to help track earth 
satellites, was defeated by a mere man in a game of 
checkers. The computer, located at MIT, was given 
data on possible moves for each of the 32 black 
squares. The moves of the mere man were announced 
by the numbers of the squares involved and fed into 
the machine which then calculated which countermove 
it could make. The answer was flashed in lights and 
another mere man acted as the computer's hands and 
arms and moved the checkers accordingly. 
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A highly important factor to be considered carefully is the 
company’s basic policy on community and industrial relations in 
regard to stabilization of employment and the important hidden 
effects on costs of constantly fluctuating employment. 


3. Capital Expenditures for Fixed Assets 

A basic policy on the aggregate amount of dollars to be in- 

vested in capitalized fixed assets must be set. 
adie revisions will provide flexibility but are not essen- 
tial. 

A practical approach as to what amount may be established is 
the policy of “replacement of depreciation charges.” In other 
words, a basic annual budget amount may be the equivalent of 
the total annual depreciation charge. 

It should be a regular practice that an over-all capital expendi- 
ture program be prepared each year prior to the beginning of 
the new fiscal year; and preferably on a three-, five- or 10- 
years-forward basis. 


4. Research and Development—(New Products and Product 

Design Improvements) 

A basic policy on the amount of expenditures to be spent on 
product research and development should be formulated. 

An approach to this is to set a certain percentage of sales. Vari- 
ous studies of research expenditures in American industry have 
been made by the National Industrial Conference Board, which 
indicate about 2% on the average. 

An initial policy which might be adopted would be to budget 
from 14% to not more than 2% of net sales on an annual basis, 
for this purpose. 


5. Production 
_ Production budgets can be set only in relation to two govern- 
ing and prerequisite factors: 
a. Anticipated requirements to meet sales forecasts. 
b. The general limits of inventories under the inventory 
policy. 
Production budgets are subdivided into subbudgets for: 
a. Materials 
b. Direct Labor 


c. Departmental Burden 
d. General Factory Overhead. 


Production budgets are necessarily governed by programmed 
production schedules. Therefore, it becomes essential to place 
them on a “variable budget’’ basis. 


6. Materials and Purchased Parts 


Budgets for purchased materials and parts are set on the basis 
of: 


a. Anticipated requirements for production schedules to meet 
sales forecasts. 
b. The general limits of inventories (per #2 preceding). 


7. Labor (Man-Power) Direct 


Budgets for direct labor are set on the basis of the same fac- 
tors given under #5 preceding. 


8. Labor (Man-Power) Indirect 


Budgets for indirect labor, which is part of burden and over- 
head costs, are included in the departmental burden and over- 
head budgets. Also see sections #10 and #12 following. 


9. Labor (Man-Power) Salaried 


Budgets for salaried employes of all classes which are part of 
burden, overhead, and other general expense costs are included 
in the various budgets for departments and divisions. 


(Continued on page 549) 
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Guaranty 


Stock Transfer 
Services Help Improve 
Stockholder Relations 
in N.Y. Capital Market 


Efficient transfer services 
by experienced staff also 
eliminate corporation's 
peak work loads in- 
volving transfer and 
dividend details. 


Because the corporate stock transfer 
function involves ever-increasing legal 
technicalities, tax problems, and peak 
load work periods, more and more 
corporations are using stock transfer 
facilities such as those offered by 
Guaranty Trust Company. 

Guaranty’s customers find that 
stockholder relationships are improved 
because of the fast, efficient way the 
bank handles all stock transfer and 
dividend disbursement details. Yet 
these services in no way impinge upon 
the corporation’s contact with its 
stockholders. 

There are many other advantages in 
securing the services of a New York 
transfer agent: 


&. It Contributes to a Stock’s Standing. 
New York transfer facilities make it 
possible for stock certificates to move 
from broker to broker, from buyer to 
seller more efficiently. This enhances 
a stock’s standing when traded in the 
country’s primary market. 


= itimproves Stockholder Relations. 
A New York transfer agency provides 
a ready source of information regard- 
ing transfer requirements in the im- 
portant New York capital market. 
Guaranty’s experienced personnel and 
modern equipment are assurance that 
stockholders will receive their certifi- 


cates, checks and notices in the fastest 
way possible. 


> lt Eliminates Delays and Risks. 
Delays in shipping to out-of-town 
points for transfer are eliminated. Un- 
certainties of securities’ arrival and 
risk of loss in transit are avoided in 
the New York market when transfer 
facilities are provided here. 


ss. Eliminates Unnecessary Ex- 
pense. The corporation saves insur- 
ance and mail expense. A professional 
and highly trained force provides ex- 
peditious handling of peak load pe- 
riods. Overtime and disrupted work 
schedules on the part of the company 
are eliminated. 

Guaranty Trust Company has had 
wide experience acting as transfer 
agent and is presently handling this 
highly specialized work for several 
hundred corporations, with sharehold- 
ers ranging from 120 to over 400,000. 
Guaranty knows the best techniques 
and ideas applicable to stock transfer 
functions. 


Help on Your Transfer Problems. W hat- 
ever the size of your company, Guar- 
anty’s experienced personnel, modern 
equipment, and professional guidance 
are available to perform stock transfer 
or registrar services for you. If you 
would like to learn more about the ad- 
vantages of New York transfer facili- 
ties from the corporation viewpoint, 
write for a complimentary copy of 
“Your Company, Its Stockholders, 
and the New York 
Capital Market.” Ad- 
dress Corporate 
Trust Stock Trans- 
fer Dept. C-3. 





GUARANTY TRUST COMPANY 


Fifth Ave. at 





OF NEW YORK  : 
Capital Funds in excess of $400,000,000 


44th St., New York 
40 Rockefeller Plaza, New York 2 


140 BROADWAY, NEW YORK 15 


n Ave. at 60th St., New York 21 
Brussels 


36. + Mad 


ndon « Paris 


Member Federal Deposit Insurance Corporation 











The Three Elements 


in Measuring Change in Earnings 


William P. Ryan 


NE REPORT prepared by accountants 
that helps management understand 
the changes affecting profit is the Analysis 
of Variation of Earnings. It is a summary 
of changes in sales, cost and expenses 
from one period to another. The standard 
measurements for sales and cost are price 
change and change caused by volume. 
Three methods of reporting variations in 
earnings have been given consideration in 
conjunction with standard measurements. 
In Illustration I, sales quantities, aver- 
age unit prices and total sales revenue for 
three products—A, B and C are listed for 
the base period and the current period. 
Management should be informed as to the 
reasons for an increase in revenue of $40,- 
000 to $195,000 from a base period rev- 
enue of $155,000. 


STANDARD MEASUREMENTS: 

In applying the standard measurements, 
the base year quantities are multiplied by 
the price increase or decrease over base 
period to determine price change. Quan- 
tity increase or decrease over base period 
multiplied by current period price reveals 
the measurement of volume increase or 
decrease. Applying these two measures to 
Illustration I to explain a sales revenue 
increase of $40,000, we have an increase 
in sales caused by price change of $12,000 











Analyzing changes in sales, 
costs and expenses helps 
explain profit changes 











































































































ILLUSTRATION | 
BASE PERIOD CURRENT PERIOD 
A B c TOTAL B Cc TOTAL 
Quantity 20,000 | 30,000 50,000 | 100,000 30,000 | 20,000 70,000 | 120,000 
Average 
Unit Price $.50 $1.50 $2.00 $.40 $1.80 $2.10 
Revenue $10,000 | $45,000 | $100,000 | $155,000 $12,000 | $36,000 | $147,000 | $195,000 
ILLUSTRATION II 
A B G TOTAL 
Base Period Price $.50 $1.50 $2.00 
Current Period Price $.40 $1.80 $2.10 
Price Increase/Decrease ($.10) $.30 $.10 
Base Period Quantity 20,000 $30,000 50,000 
Price Change ($2,000) $9,000 $5,000 $12,000 
Base Period Quantity 20,000 30,000 50,000 
Current Period Quantity 30,000 20,000 70,000 
Quantity Increase/Decrease 10,000 (10,000) 20,000 
Current Period Price $.40 $1.80 $2.10 
Volume Change $4,000 ($18,000) $42,000 $28,000 
TetelChanges=C*=“—*~C*C« ($9,000) $47,000 $40,000 








WILLIAM P. RYAN graduated from Long Island University 
with a Bachelor of Science degree in Accounting in 1949. 
His graduate work was taken at the Bernard M. Baruch 
School of Business and Public Administration of the Col- 
lege of the City of New York where he was awarded the 
degree of Master of Business Administration in 1956. Mr. 
Ryan served as manager of Inventory Accounting with Radio 
Corporation of America International Division, New York, 1. 
before assuming his present position on the fiscal staff of one 
of the country’s major international petroleum companies. 


and an increase in sales due to volume of 
$28,000 as presented in I/lustration II. 


Illustration II reveals that the volume 
increase of Product C in the amount of 


$40,000. 


N 


METHOD |: 
The change in volume can be traced to 
three factors: 


Change between the quantity relation- 
ship of products in the base period and 
the current period. 
. An increase or decrease in volume. 


$42,000 would be the principal explana- 
tion for the increase in sales revenue of 


3. Variation of price and quantity from 
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one period to another. 
(Continued on page 534) 
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Think all 10-key 


Adding Machines are 


DP 


pretty much alike 








Not this 10-key Natural Way 
Friden Model ABY~= it 





This new Friden ABY adds a new capability — 
multiplying — to standard adding machine perform- 
ance. And it has many “Natural Way” features invented 
by Friden to speed output, increase convenience in 
use. Actually, there is no other 10-key adding machine 
at or near its price with which the Friden ABY can 


be compared. Ask a Friden Man to bring one to your 


office. Touch it and you'll know — this is the one! 


i 





Vind ! 


eS 
tir fie 


Plainly labeled control keys 
give direct “live” response 
¢ Totals and sub-totals ob- 
tained instantly with no ex- 
tra strokes ¢ Direct credit 
balance or minus total * Clear 
signal prints automatically ¢ 
Allnegative amounts printed 
in red * Simplified ribbon 
and paper change. 


IGEN 


© Friden Calculating Machine Co., Inc., San Leandro, California 
— sales, instruction, service throughout U.S. and world. 
Commercial Controls Corporation, Rochester, N.Y., Subsidiary. 
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A B c TOTAL 
Base Period Quantity 20,000 30,000 50,000 
Ratio 1.2 Ls se 
Theoretical Quantity 24,000 36,000 60,000 
Current Period Quantity 30,000 20,000 70,000 
Quantity Increase/Decrease 6,000 (16,000) 10,000 
Base Period Price $.50 $1.50 $2.00 
Yield Change $3,000 ($24,000) $20,000 ($1,000) 
Theoretical Quantity 24,000 36,000 60,000 
Base Period Quantity 20,000 30,000 50,000 
Quantity Increase/Decrease 4,000 6,000 10,000 
Base Period Price $.50 $1.50 $2.00 
Volume Change $2,000 $9,000 $20,000 $31,000 
Quantity Increase/Decrease 10,000 (10,000) 20,000 
Price Increase/Decrease ($.10) $.30 $.10 
Quantity-Price Factor ($1,000) ($3,000) $2,000 ($2,000) 
Price Change (Standard Measurements) ($2,000) $9,000 $5,000 $12,000 
Total Change $2,000 ($9,000) $47,000 $40,000 
ILLUSTRATION IV 
A B Cc TOTAL 
Quantity Increase/Decrease (Ill. III) 6,000 (16,000) 10,000 
Current Period Price $.40 $1.80 $2.10 
Yield Change $2,400 ($28,800) $21,000 ($5,400) 
Quantity Increase/Decrease (Ill. III) 4,000 6,000 10,000 
Current Period Price $.40 $1.80 $2.10 
Volume Change $1,600 $10,800 $21,000 $33,400 
Price Change (Standard Measurement) ($2,000) $9,000 $5,000, $12,000 
Total Chanee $2,000 ($9,000) $47,000 $40,000 
ILLUSTRATION V 
Sie and A B Cc TOTAL 
Price Increase/Decrease (Ill. II) Pas ($.10) $.30 $.10 
Current Period Quantity 30,000 20,000 70,000 
Price Change : ($3,000) $6,000 $7,000 $10,000 
Volume Change (Ill. 111) $2,000 | $9,000 $20,000 | $31,000 
Yield Change (ill. 111) $3,000 ($24,000) $20,000 ($1,000) 
ie piety. $2,000 : ($9,000) $47,000 $40,000 























The first two factors can be measured 
separately if theoretical sales can be deter- 
mined. Theoretical sales are the quantity 
and revenue that would be realized in the 
current period if the products maintained 
their same relationship as in the base pe- 
riod. By dividing total current period 
quantity by total base period quantity, the 
ratio of increase or decrease is obtained. 
In our illustration, the ratio would be 1.2. 
The base period quantities are then multi- 
plied by this ratio to obtain the theoretical 


sales quantity which is then deducted 
from the current period quantity for the 
quantity increase or decrease. This figure 
is then multiplied by the base period price 
to determine the variation in revenue due 
to yield. The second factor of volume is 
the difference between base period quanti- 
ties and theoretical quantities multiplied 
by base prices. This variation is called vol- 
ume change. 

The third factor that can be used for 
analyzing revenue and cost fluctuations is 
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the quantity-price factor! which meas. 
ures the increase or decrease in quantities 
over base period by the increase or de. 
crease in prices over base period. All three 
factors plus the standard measurement of 
price change are presented in detail in 
Illustration III. 

These measurements reveal a decrease 
in yield of $1,000, a volume increase of 
$31,000, a quantity-price factor of a 
minus $2,000 and the standard measure- 
ment of price change with an increase of 
$12,000 in explaining the increase in sales 
of $40,000. In using the three factors in 
volume, we are presented with the yield 
factor which can earmark major swings in 
product sales. The main problem here is to 
translate the quantity-price factor into lan- 
guage that would easily be understood 
by management. One should consider 
whether quantity increase or decrease or 
price change causes the greater part of 
this variance. 


METHOD II: 

This approach considers the quantity- 
price factor as affected more by volume 
change than price change. By using the 
current price instead of the base price for 
yield and volume, the factor is absorbed 
into these two elements as outlined in J/- 
lustration IV. 

Having the quantity-price factor in the 
volume produces a greater fluctuation in 
volume and yield than under Method I 
but follows the same general pattern in 
fluctuation by products. Product B which 
has the greater variance between methods 
also contains the most fluctuation in vol- 
ume and in price which the quantity-price 
factor attempts to measure separately. 


METHOD Il: 

When the price element carries more 
weight than the volume change within the 
quantity-price factor, the current period 
quantity is used rather than the base pe- 
riod quantity to measure price change. 
Illustration V contains this factor within 
the price change. 

Again, Product B which has the greater 
variance in price and in volume absorbs 
the quantity-price factor within its price 
change. 


SUMMARY: 

Certain industries whose prices are 
somewhat standard would be interested in 
Method II which accents the volume fac- 
tor. Business having price fluctuation and 
stable sale quantities would be more satis- 
fied with Method III. Either method con- 
tains the yield element which offers 
another constructive explanation in vari- 
ance. I/lustration VI presents the various 
measures in summary form for compati- 

(Continued on page 563) 


Reprinted by permission from Principles of 
Accounting, Intermediate, 4th Ed., by H. A. 
Finney and Herbert E. Miller, p. 207. Copy- 
right, 1951, by Prentice-Hall, Inc., Englewood 
Cliffs, N. J. 
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‘‘When a printing job demands speed, economy, and complete 
accuracy, you can’t beat Pandick Press! They make it possible 
to meet deadlines that put us days and dollars ahead!’’ 


- y 22 THAMES ST., NEW YORK 
‘ 4) WOrth 4-2900 NY 1-3167 
[Re] GH “CR TCSS, NC. 71 CLINTON ST., NEWARK, N. J. 
—— MArket 3-4994 
Established 1923 


Annual Reports +. Brochures - Prospectuses - Registration Statements . Dividend Enclosures 


Cases & Briefs . Leaflets . Price Lists . Catalogues . Direct Mail Literature 


LEADERS IN FINANCIAL PRINTING SINCE 1923 











Planning and Control 


at a Naval Ordnance Plant 


Charles W. Mowery 


HE COMPTROLLER FUNCTION in the 

Naval Ordnance establishment has 
evolved from a basic accounting and 
budgetary system to one which now con- 
tains an integrated program of staff serv- 
ices aimed at providing the Command 
with data necessary for financial control. 
This includes a very close coordination of 
financial planning, work load projections, 
and performance appraisals. In order to 
achieve results from the comptrollership 
program, the departmental function re- 
quires the planning and direction of ac- 
counting, budgeting, financial analysis 
and reporting, and data processing serv- 
ices. 

The major operating mission of the 
Naval Ordnance plant at York is the de- 
sign, overhaul and manufacture of various 
types of ordnance equipment. The plant 
has been utilizing the comptrollership staff 
service since August 1951. The Navy In- 
dustrial Fund Accounting System was in- 
stalled simultaneously with the inception 
of comptrollership. This System makes 
use of a custom-made commercial-type ac- 
counting and budgeting procedure and 
allows for more emphasis on the local cost 
areas which need control. 

The use of the Industrial Fund is, of 
course, an aid in developing more practi- 





CHARLES W. MOWERY, who holds a M.B.A. degree frem 
Rider College, during World War II served as supply corps 
officer with the Navy and has been in various supervi- 
sory accounting positions at the U.S. Naval Ordnance plant 
in York, Pa., since 1947. He was named comptroller of the 
plant in 1955. He is president of the Central Pennsylvania 
Chapter of the American Society of Military Comptrol- 
lers and in June 1957 he was honored with a plaque from 
the York Chapter of National Machine Accountants Asso- 
ciation for outstanding services in organizing that group. 
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Changing from simple financial statement prepara- 
tion to measuring and analyzing financial results 


cal application of the comptrollership con- 
cept. Significant os of financial man- 
agement and the development of improved 
controls may be described as follows: 

The plant is a job shop and as such em- 
ploys a unique job order numbering sys- 
tem for pricing the end products and 
controlling production costs. The System 
uses a numbering format which contains 
ten digits with each digit providing mean- 
ingful information for local management. 
Through the use of electric accounting 
machines, costs and production control 
data may be reviewed pertaining to types 
of production, program designations, ma- 
jor assemblies, component patts, etc. 


COST CENTERS 

The account number structure is similar 
to that used by a commercial manufactur- 
ing plant. For instance, when speaking of 
cost accounting, the categories include di- 
rect costs, administrative overhead, and 
factory expense. Each one of these is re- 
lated to some specific cost center or cost 
segregation point. By way of illustration, 
in the production department costs and 
operations are identified by the machine 
shop cost center, weld shop, and assembly 
shop. 

The flexibility of the account structure 











536 


must not be overlooked, for as conditions 
change and improvements are realized, the 
accounts are expanded and become more 
refined. Recently it was necessary to add 
five new cost centers for improving cost 
controls at the operational level and es- 
tablish new functional expense accounts 
to collect and measure the cost of allowed 
time away from the job, standby time, etc. 


A BUDGET PROGRAM 

In order to evaluate performance, an 
annual operating plan or budget must be 
devised. Budget preparation follows the 
decentralized principle. That is, it is be- 
lieved that more interest is stimulated if 
the responsibility for the plan and control 
of costs is placed on the heads of depart- 
ments and cost center managers. The 
budget, after its initial preparation, is 
revised quarterly using the same approach 
as described above. The comptroller’s ob- 
jective during the budget cycle is to instill 
a philosophy of good business practice 
into the participants. This is accomplished 
through person-to-person _ discussions, 
budget conferences, training programs, 
and financial reviews. 

The budget program must be represent- 
ative of a well-organized and administered 
plan if it is to provide management with 
a systematic method for planning and 
exercising financial control. Before the 
final compilation of any budget, the comp- 
troller presents an analysis of the esti- 
mated operating expenses, the income 
through scheduled deliveries, and the pre- 
determined overhead rates to be applied 
to the direct labor budgeted in each cost 
center. 

This analysis is discussed with the Com- 
mand and the Command’s approval of 
the overhead and income budgets, man- 
power distribution, and the overhead 
rates, constitutes authority for the comp- 
troller to complete the over-all production 
budget and apply the overhead rates to 
the actual direct labor beginning the en- 
suing period. 
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A demonstration of the amazing new Marchant Decie« Magic 







NEW 
AUTOMATIC 
MARCHANT 
DECI * MAGIC 
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_.. the calculator that ends decimal-point errors 


The figure boys in this firm have every right to be excited about this new 
calculator that banishes decimal-point doubt, that ends decimal-point errors 
... forever. 

The Marchant Deci- Magic is the world’s first and only calculator to auto- 
matically set decimals in the keyboard and all dials. Touching one key one 
time guarantees correct decimals throughout a problem and in the answer. 

This positive protection, plus many other exclusive advanced features, 
makes Deci- Magic the most accurate, the easiest calculator to use ever built. 
No wonder this firm’s calculator users asked to see it perform on their own 
figurework ...no wonder they’re excited! 


SEE WHAT DECI*MAGIC CAN DO FOR YOU—MAIL THIS COUPON TODAY 
aatcstiemmeammepmmemments | ci i ce ms iS cl i il le: el eal ahd anes eionaes teense 
} MARCHANT CALCULATORS, INC. » OAKLAND 8, CALIFORNIA 
| © You may have the Marchant Man arrange to demon- 
| strate a Deci- Magic calculator on our own figurework. 
r Absolutely no obligation on our part. 
CA LEU LATO RS, j nc. | (0 Please send me free descriptive literature on Mar- 
! 
| 
| 
l 
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chant calculators. 


OAKLAND 8&8, CALIFORNIA 
c-11 
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PLEASE ATTACH COUPON TO YOUR COMPANY LETTERHEAD 





A FINANCIAL REPORTING PROGRAM 

Closely correlated to the successful 
budget program is the use of modern 
management accounting techniques and 
periodic financial analyses. A timely fi- 
nancial reporting program is a primary 
essential. Here again, through an im- 
proved electric accounting machine sys- 
tem, the accountants are in a position to 
produce a financial statement as early as 
ten days after the close of the accounting 
period. 

The financial statement includes a 
statement of financial condition, operating 
statement, cost of production, and innu- 
merable cost analyses; but more impor- 
tant is the narrative review and the 
gtaphic presentations devised to capture 
the interest of the cost center manager or 
department head. 

A recent method for bringing more 
emphasis to the variances as reflected on 
monthly statements is a person-to-person 
contact made by the comptroller staff with 
operating and service managers. This is 
an informal review during which time the 
causes for budget deviations are deter- 
mined and positive action for improve- 
ment is accelerated. Graphic presentations 
play an important role in stimulating in- 
terest and maintaining cost-consciousness 
throughout the plant. 

Special analyses include fund availa- 
bility by local control groups, trends of 
applied and actual overhead, direct man- 
power allocations by major program, 
work-in-process inventories with amounts 
billed by program, etc. These and many 
more are accompanied by a commentary 
which explains what has happened and 
what might be expected if the trend con- 
tinues. The term ‘“‘financial analysis” is a 
broad term and is also inclusive of an 
internal control function and a review of 
financial procedures and systems. 


ESTABLISHING COORDINATION 


The latter was undertaken on a rather 
large scale several months ago in order to 





improve the machine accounting function 
and amplify its basic responsibility into 
one which has been termed “‘an integrated 
financial and production control system.” 
Here again, the trend and stress is to co- 
ordinate the financial data with the pro- 
duction statistics, relating such items as 
the physical completion of work orders 
with the amount of funds expended. 

While the expansion of machine ac- 
counting functions was under study, a 
concentrated effort was made to reduce 
the number of financial EAM reports by 
combining and eliminating. The reduction 
of nine reports was the final result with 
more timely, useful, and consolidated in- 
formation, and the savings of manhours 
in preparation and analysis. The primary 
step in establishing the integrated finan- 
cial and production control system was 
the installation of a daily reporting pro- 
cedure for labor. 

The source document used was an IBM 
card which became the employes time dis- 
tribution card, his attendance record, and 
leave application. It also contains informa- 
tion on work measurement, standard 
hours, pieces completed, etc. Many prod- 
ucts and by-products in the way of man- 
agement reports originate from these daily 
records. 

The EAM system was also modified to 
include the preparation of bills of mate- 
rial, job records, job orders, inspection- 
move cards, schedule cards, and shortage 
reports. These documents had previously 
been prepared through manual methods. 

In the future, complete shop scheduling 
will be accomplished through the use of 
the EAM equipment. It can readily be 
seen that many clerical operations have 
been eliminated through the use of the 
revised procedures. 


REPORTS 
FOR MANAGEMENT CONTROL 


Some of the periodic production reports 
presently prepared for improved manage- 
ment control include: 





MARK YOUR CALENDAR 








NOV. 11-14 


NOV. 18-20 


AMERICAN PETROLEUM INSTITUTE 


NATIONAL FOREIGN TRADE COUNCIL 


CHICAGO 


NEW YORK 


44th National Foreign Trade Convention 
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Daily Work Movement Report 

Monthly Work Movement Summary 

Daily Production Report (Job Order) 

Daily Production Report (Work Area) 

Weekly Production Report (Job Order) 

Weekly Production Report (Work Area) 

Weekly Performance Report 

Monthly Performance Report 

Weekly Production Remarks Code Report 

Monthly Production Expenditure Report 
(Month) 

Monthly Production Expenditure Report 
(To Date) 

Monthly Material Shortage Report 


In revising our clerical procedures it 
was determined that by combining the 
required data on the employes clock card 
with that recorded on the labor accounting 
time ticket, a more complete and speedier 
reconciliation of job cost accounting hours 
with payroll hours could be accomplished. 
In other words, one source card (daily) 
instead of two source documents (one 
weekly and one daily) did the trick. This, 
in turn, caused us to consolidate our time- 
keeping organization with the payroll 
function and thus eliminate or reduce two 
clerical billets. 

Data available indicate that substituting 
the revised procedures for old manual 
operations has developed a saving of 
many manhours. The additional time 
saved in these functions has been utilized 
to more completely staff the production 
scheduling and planning operation and 
thus bring about more factual managerial 
information. 


MEASURING 
PERSONNEL PERFORMANCE 

The comptroller has also become in- 
terested in measuring the efficiency of his 
own personnel. Through a study per- 
formed by his financial analysts he has 
determined the ratio of total available time 
to the total nonproductive time of comp- 
troller personnel. ‘‘Ratio delay’ factors 
were computed for each branch function. 

A summarization of this study clearly 
indicated at what operating levels our 
clerical personnel had more ‘free time” 
in our review of a month’s business and 
what functions were not “‘overstaffed.” 
The results of this study were twofold: 
departmental supervision was given a de- 
vice for helping to obtain better utiliza- 
tion of employe services; second, the 
study was influential as a ‘“‘pace setting” 
idea for other plant managers to try. 

Thus, we have seen the comptroller 
function grow fromthe original concept 
of financial statement preparation, to a 
function which offers a coordinated sin- 
gular staff service for measuring financial 
and related results with analyses which 
describe what happened, which way we 
are going, and how to get back on the 
course. 
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‘DITTO SYSTEMS KNOW-HOW 


helped us speed up our integrated order-billing and save 6,600 a year” 


Robert C. McPeak, Sales Operating Manager B.F.Goodrich Chemical Company 


“The experience and ‘know-how’ of a DITTO systems 
specialist put our 1.D.P. Order-Invoice System on its 
present highly efficient basis. This system combines 
the speed, accuracy, and economy of DITTO One- 
Writing with the automatic transmission of data by 


Three DITTO Systems Services—Plus One Thing More 

Every DITTO One-Writing System embodies all elements essen- 

tial to paper work efficiency: 

1. Duplicating equipment especially designed for systems use; 

2. A customized forms printing service; 

3. Duplicating paper and supplies chemically and physically co- 
ordinated to give best results... 


(@) plus one thing more...DITTO SYSTEMS KNOW-HOW! 


You, too, can profit from the experience and ‘‘Know-How” of 
DITTO Systems Specialists in the development of DITTO One- 
Writing |.D.P. Systems. For information, call your local DITTO 
representative listed under ‘‘Duplicating Machines” in your 
classified directory. 


om RED ———— 


DITTO, Inc., 6828 McCormick Read, Chicago 45, Illinois 


wire to our plants and warehouses. The yearly saving 
is $6,600. Of equal importance is the accuracy and 
close control of orders and billing; and the speeding- 
up of every phase of our procedure—vital in our busi- 
ness, where good customer service means everything.” 




















B.F.Goodrich 
Chemical Company 
DITTO One-Writing 
Forms 


B.F.Goodrich Chemical Company Sales Operating 
Manager, Robert C. McPeak; Manager Office Serv- 
ices, Robert J. Uebbing; and Supervisor of Billing 
Eugene P. Eakin, discuss DITTO 1.D.P. One-Writing 
Order Invoice System with Joseph Meagher, DITTO 
Branch Manager. 


Ditto of Canada, Ltd., Toronto, Ontario 


Ditto (Britain) Ltd., 126/128 New Kings Rd., Fulham, London, S. W. 6, England 
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The Cost of Government 

Governments in the United States—federal, state, and 
local—are spending at a rate of more than $216,666.00 a 
minute, according to the Tax Foundation, Inc. Government 
spending, which has increased six and one half times be- 
tween 1940 and 1956, was at an hourly rate of $13 million 
in 1956, based on seven days a week for 366 days. 


Income Tax 

Where an individual refuses to accept an all-expense-paid 
vacation trip he won as a prize in a contest, the fair market 
value of the trip is not includable in his gross income. 


Employment Picture 

Total employment in the United States jumped to 67.2 
million in July, 700,000 above the record set in June. Un- 
employment for July dropped to 3 million, a decline of 
300,000 from June. 


Business Losses 


A loss resulting from expenditures made in search of a 
prospective business is deductible, according to Rev. Rule 
57-418, only where the taxpayer actually entered into a 
transaction for profit and later abandoned the project. 


Government Out of Business 


Early in 1957 the Defense Department listed 1,755 
Operations as competitive with private business. At the 
present time it has discontinued or curtailed 548 of these 
operations. Recently the Air Force Academy has agreed to 
have commercial bakers and ice cream manufacturers supply 
their products while the Navy Department has agreed to 
close all its paint manufacturing plants except one for re- 
search. 


Unemployment Fund 

Unemployment benefits received from a union-established 
unemployment fund may constitute income to recipients 
under certain circumstances, according to Rev. Rule 57-383. 
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Federal Budget Review 


A midyear review of the budget for fiscal 1958 indicates 
that the Federal Government will have a balanced budget 
for the third successive year. The recent estimate places 
receipts at $73.5 billion and expenditures at $72.0 billion 
for a surplus of $1.5 billion compared with an original 
budgeted surplus of $1.8 billion. 


The Tax Take 


The total tax bite by all levels of government in the U. S. 
has been running from 25-33% of the country’s income, 
according to the Tax Foundation. The estimate uses as the 
base for measuring the tax burden the net national product 
—the total of goods and services less capital depreciation 
charges. According to Commerce Department figures for 
1956, total taxes of $105.6 billion were 27.8% of the net 
national product of $380.4 billion, 25.5% of a $414.7 bil- 
lion gross national product and 30.7% of national income 
of $343.6 billion. 


National Income 


For the first quarter of 1957 national income was at a 
seasonally adjusted annual rate of $355 billion according 
to the Department of Commerce. This was $19 billion 
higher than in the opening quarter of 1956 and about $2 
billion above the fourth quarter 1956 rate. 


Employe Trusts 


An employe trust will be deemed in existence at the 
close of the taxable year if payment of the trust corpus is 
made by an accrual method employer within the time pre- 
scribed for filing a return for such year. 


Efficiency in Government 


The Bureau of the Census has ordered two new Univacs 
for use in the regular current work of the Bureau. In 1959 
they will be used to tabulate the results of the 1958 Censuses 
of Business and Manufactures. The two new Univacs will 
replace two older ones which have been in constant use for 
several years. 


Per Capita State Tax 


The average state tax burden, per capita, in the 48 states 
reached an all-time high of $86.75 for the year ended June 
30, 1957, according to Commerce Clearing House. This was 
an increase of $5.15 over the record set in fiscal 1956 and it 
was also the first year on record that no state reported a per 
capita burden of less than $50.00. 


The Public Printer 


More than 30,000 different titles, covering almost every 
conceivable topic from airplanes to zirconium, are now on 
sale at government book stores and mail order offices. Some 
2,000-odd items are issued each month. In some cases, pub- 
lications are sold by one government agency but given away 
free by others. —BENJAMIN R. MAKELA 
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Short cuts with Recordak Microfilming 


Latest reports on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns. 
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DOES AWAY WITH CARBON COPIES 


LOS. ANGELES, CALIF. 


General Petroleum Corporation—Socony-Mobil affiliate in 
Far West—cuts billing costs 50% by microfilming the million- 
plus credit tickets its customers sign monthly. Compact film 
copies replace bulky carbons as office record of each purchase, 
allow centralized accounting. Branches send tickets to home 
office, where duplicate rolls of film are exposed simultaneously 
in a Recordak Microfilmer. Tickets are returned to customers. 
Branch gets one roll of film, home office keeps other. Despite a 
three times increase in ticket volume in recent years, same staff 
easily handles job. No longer are 4 days a month spent cleaning 
out drawers. And any filmed ticket can be found in minutes, and 
viewed, or duplicated in a Recordak Film Reader. 


ENDS TYPING INVOICES 


CHICAGO, ILL. 


Taking pictures of customer orders with a Recordak Micro- 
filmer ends typing some 300 invoices daily, speeds order handling, 
saves more than $5,000 per year for Co-op Electric Supply Co. 

Customer orders—on catalog order blanks, post cards, letter- 
heads—are stapled to self-mailing printed forms soon as 
received. When order is packed, cost of merchandise and ship- 
ping charges are entered and totaled on form. Then a picture is 
snapped in Recordak Microfilmer for 1<¢. This becomes office 
record. Customer’s order gces back to him as the invoice. Co-op 
Electric, and many similar companies also call this the easiest, 
lowest cost invoicing system known. 




















KEEPS TRACK OF EVERY SHIPMENT 


NEW YORK, N. Y. 

City traffic was a minor headache compared to bookkeeping 
for the Moledzky Transportation Company. This firm, one of 
the oldest serving New York’s garment center, picks up mer- 
chandise in hand-pusher carts and forwards it by motor truck to 
stores, piers and other terminals. Records are exchanged at 
every step and the bookkeeping department must keep track 
of it all. 

This was a tedious, costly job when information was tran- 
scribed by hand to check sheets. But a snap now: the manu- 
facturer’s shipping ticket and corresponding delivery receipt 
are simply photographed in a Recordak Microfilmer. And there 
are no errors, no omissions. Total microfilming costs are less than 
$600 per year, the savings more than $5,000. 


HOW YOU CAN 
PROFIT, TOO 


Chances are Recordak 
Microfilming is now 
simplifying routines just 
like yours. Write today 
for free booklet giving 
over-all picture and de- 
tailson Recordak Micro- 
filmers, priced as low as 
$550. No obligation 


© ! ° 
whatsoever! ‘‘Recordak”’ is a trademark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
now in its 30th year 


oe eeeee ee MAIL COUPON TODAY..-.- , 
RECORDAK CORPORATION 
415 Madison Avenue, New York 17, N. Y. 


Please send free copy of 
“Short Cuts that Save Millions.” 
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The Systems Study—An Avenue for Cost Savings 


Summary of a talk by W. Clayton Hill, consultant, Marketing Administration, 
General Electric Company, before a session on “New Avenues for Cost Savings’ 
at the National Industrial Conference Board’s 41st Annual Meeting. 


DMINISTRATIVE SYSTEMS are the means 
A of control of the business operation. 
They may be simply defined as communi- 
cation, the transferring of information 
from one to another by means of words, 
wires, letters, forms, reports, instructions, 
procedures, policies, generally by some 
form of paper. Often times referred to as 
“red tape.” But this red tape is a binding 
that holds together a business and serves 
as the nerve system of the entire opera- 


tion. This so-called red tape, properly 
handled, means the smooth and con- 
tinuous flow of information throughout 
the organization, resulting in a well- 
coordinated business operation, engineer- 
ing products that the market wants, manu- 
facturing quality products on time, mak- 
ing shipments to the customer when 
promised, and producing a profit from 
the process. 

Letters, forms, bills, invoices, and re- 





Are you 
PAYING TOO MUCH 
for your corporate insurance? 


Analysis 


agement consultants. 


75% of the Companies We Serve Have Found Sub- 
stantial Savings Through Competent Insurance 


© Are you overinsured .. . 
e Are you sure you have adequate protection? 


© Are you getting the greatest efficiency at lowest cost 
from your insurance program? 


THESE are just a few of the questions that impartial insurance analysis 
can answer for you. Today, more and more companies find the use of 


insurance consultants as important to them as their accountants or man- 


or underinsured? 








AS impartial insurance consultants and programmers we can help you 
build a co-ordinated, more effective insurance program for your com- 
pany. We do not sell insurance—but we can make recommendations that 
may save you thousands of dollars. Send today for our free booklet on 


corporate insurance programming benefits. No obligation, of course. 


W. T. CHAMBERLAIN INC. 


HOME OFFICE: 103 Park Avenue, New York 17, N. Y. 
Murray Hill 3-2942 


CORPORATE INSURANCE CONSULTANTS 
ANALYSTS—PROGRAMMERS—SUPERVISORS 
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ports have increased to flood proportions 
and are mushrooming further each day, 
This red tape can and is becoming red ink 
in too many areas. An executive of a na- 
tionally known business told me recently 
that his plant ships more tons of paper to 
the scrap dealer annually than it does 
finished products to its customers. 

The number of clerical workers to 
handle this mountain of paper work is 
increasing at a terrifying rate. In 1935, 
there was one clerk for every ten factory 
workers; in 1954, one clerk for every two 
factory workers. In 1954, in the United 
States, according to the Department of 
Labor, there were eight million clerical 
workers—paper happy employes—almost 
13 per cent of all workers, one out of 
eight, with annual salaries of $35 billion 
or 11 per cent of all payrolls. The clerical 
population has been multiplying five 
times faster than the total population. 
When the time comes that it takes more 
administrators than producers to keep 
business going, the wagon could well 
break down. 

A labor supply to perform the work 
will just not be available during the next 
decade, if we cannot improve our admin- 
istrative systems and become more pro- 
ductive. The present population is about 
165 million people and by 1965, will 
exceed 190 million, or an increase of 
about 15 per cent. But the population in 
the age range of workers 20 to 65 will 
increase only seven million, and in the 
age ranges from 25 to 45 will actually 
shrink two million souls by 1965. Total 
population increase of 15 per cent, work- 
ing population increase 4 per cent plus. A 
company that wants to merely maintain 
its competitive position in its own in- 
dustry, must be able to produce in 1965, 
40 per cent more than it does today with- 
out increase in hours worked. 

The management of administrative ex- 
penses is just as much a part of the profit 
formula as management of income and 
production costs. The National Records 
Management Council reports that it costs 
$1.50 to produce the average letter today. 
It has been estimated that it costs a com- 
pany approximately $1,550 to create the 
contents of a single file drawer or $6,200 
for the standard four-drawer file cabinet, 
plus $220 annual handling cost. Record 
consultants have found seven to fifteen 
file drawers per employe in many repre- 
sentative companies. We have become ex- 
perts at squirrelling away papers and 
records, most of which when sifted, are 
found to be worthless. 

In a company returning 5 per cent net 
profit to sales, a $5,000 administrative 
expense reduction represents equivalent 
net income to $100,000 of sales billed. 
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Many companies in 1956 registered 
higher sales, only to find their profits 
lower. Generally gross margins did in- 
crease, but a big factor responsible for 
lower profits was administrative expenses. 

The management of administrative sys- 
tems has not kept pace with engineering, 
manufacturing, marketing in the develop- 
ment and use of scientific studies, 
methods and techniques. Thirty years ago, 
business generally did not recognize the 
importance of research in the develop- 
ment and improvement of products. It 
was the unusual company that had a re- 
search department. Today, practically every 
business has such a department and three 
major companies have reported that 60 to 
75 per cent of their total business in 1956 
was from sales of products developed in 
the last ten years. 

In administrative systems management. 
this kind of research, scientific study and 
analysis has been far too little and too 
late. We must catch up with the pace set 
by engineering, manufacturing, and mar- 
keting, or administrative systems may 
well become the road block in the for- 
ward march of our economy. This is why 
administrative systems studies on a broad 
and continuous basis is essential. Ways 
and means must be found to work easier 
but more effectively, using brains and not 
brawn. 

In one way or another, all paper work 
and record keeping stems from basic in- 
put and output data. The basis of admin- 
istrative systems study is an analysis of 
these input and output sources. Most 
businesses have neatly divided their 
organizations into engineering, manufac- 
turing, marketing and finance functions. 
But this neatly divided arrangement can 
pose a problem in the administrative sys- 
tems study since continuous flow of paper 
work from input to output sources goes 
through all functions of the business 
enterprise. 

In line with the concept of studying 
the administrative systems of the business 
as a whole, it is more important that the 
study be conducted either by an organiza- 
tion group, not associated, with one of the 
principal operating functions or by a 
team composed of representatives of the 
various functions of the businesses, such 
as the Integrated Procedures Council used 
in General Electric. The personnel should 
be carefully selected for broadness and 
understanding of the business as a whole, 
for a thorough understanding of their 
own particular function of the business, 
and for the ability to look objectively at 
any situation and to disregard the old for 
the new, even at some element of risk. 

Many systems studies today are origi- 
nated because of the desire or the idea 
implanted in the mind of the chief ex- 
ecutives that computers would be a good 
thing. This is not always the case, and 
certainly a computer should not be 
ordered simply because it is fashionable 
and supposedly a mark of advanced pro- 
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fessional management. Dr. Samuel Alex- 
ander, Chief of the Data-Processing Sys- 
tems Division of the National Bureau of 
Standards, has said, ““A systems analysis 
to study the feasibility of a computer in 
itself is more valuable than the computer ; 
often it will show that no computer is 
needed. Furthermore, with the data ac- 
cumulated from a sound administrative 
systems study, firms see ways of speeding 
work flow or of eliminating unnecessary 
operations, merely through changing the 
system.” 

The administrative system study should 
not be confused with the objective of 
trying to justify or not to justify a 
computer. Consequently, careful attention 
should be given to facilities and equip- 
ment for manual or semimechanized 
operations such as a better desk and work 
arrangement, the use of Flexowriters, 
Cardatypes, tube systems for transporting 
papers, wire communications systems, and 
conventional punched card equipment. 

Computers though must be studied and 
analyzed in detail for fit to the particular 
business and the particular administrative 
systems problem. Comparison as to operat- 
ing characteristics, features, and the prob- 
able cost of the work to be done is ex- 
tremely important. Other equipments and 
facilities that require serious consideration 
and study are wire communication sys- 
tems, such as those manufactured by 
Western Union, Teletype and Tele- 
register. A large share of the advantage 
of a computer can be dissipated if it is 
not tied in with a rapid system of bring- 
ing information to and from the computer 
installation. Little will be gained with a 
computer that can multiply, add, subtract, 
divide, and prepare reports in fractional 
seconds if two to three days are used in 
communicating input information from 
its source to the computer and several days 
are required to return completed informa- 
tion from the computer to the user. 

In summary, administrative systems 
studies on a continuous basis are a neg- 
lected but essential avenue of cost re- 
duction. We must apply intense interest, 
effort, and support to administrative and 
communication systems cost reductions in 
our businesses or we may find ourselves 
driving hard to meet competition with 
Model T methods. Studies must be in- 
itiated and guided at a high level in the 
organization because they include and 
must encompass the entire business sys- 
tem itself. An integrated procedures 
council or a permanent and objective 
study group should be established to con- 
stantly review and analyze administrative 
and communications systems much in the 
fashion of the work of manufacturing 
engineering in the manufacturing organi- 
zation. The work is detailed but exciting, 
creative, satisfying and most important 
There are golden opportunities in ad- 
ministrative systems studies to scissor 
away red tape and prevent red ink in 
operating statements. 
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When year end financial and 
tax reports, inventories, and 
other special jobs interrupt your 
office routine, call Manpower, 
Inc. We'll send our trained 
employees to do statistical 
typing, calculating and 
inventory work, or we'll do this 
work in our office. 

Your regular work goes on 
uninterrupted. 


Write for FREE 
“Controllers Idea Newsletter’ 


manpower, Inc. 
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American Appraisals 
reduce uncertainties 
about depreciation 


American Appraisal analyses of 
property and “remaining life” studies 
reduce variance factors in measuring 
depreciation, and provide a depend- 
able basis for determining costs, pro- 
fits and taxes. 
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ZONE 1 


($36.00 with 
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glass base) 


Upholstery on this low priced Sturgis 
chair can be removed for cleaning or re- 
placement. Here is the special news! Sturgis has 
developed a built-in device which helps apply cleaned 
or replacement covers with a tight, neat, factory-like 
fit. Chair is fully adjustable . . . with lots of foam rub- 
ber in seat and backrest for daylong comfort and effi 
ciency. The Sturgis Posture } 
Chair Company, Sturgis, 
Michigan. Address inquiries 
to the company’s General 
Sales Offices, 154 E. Erie =e 
Street, Chicago 11, Illinois. posture chairs 








Wages, Prices and Profits 


2 A NEW STUDY of the wage, price, 
profit trends in manufacturing industry, 
the National Association of Manufacturers 
took sharp issue with labor union econo- 
mists and others who blame industry for 
rising price levels. ‘The conclusion is 
inescapable,” the study said, “that the 
current inflationary push is due to rising 
costs of labor and the continuing heavy 
tax burden, and not to the ‘greed’ of 
manufacturers for exorbitant profits, as 
some people claim.” Actually, the NAM 
pointed out, not a single industry group 
“showed any improvement in its after-tax 
profit margin on sales between 1948 and 
1956.” In fact, the study showed that 
every major industry group had a profit 
margin decline. On the average, profits as 
a per cent of sales dropped from 4.9% in 
1948 to 3.1% in 1956 “falling from a 
level characteristic of prosperity years to 
a level characteristic of recession years.”’ 

While profits in every branch of manu- 
facturing have suffered from the cost-price 
squeeze, the NAM study noted that there 
is considerable range—industry by indus- 
try—in the degree. 

An answer for this is found in the fact 
that industries vary greatly in the propor- 
tions of labor and capital that they use. 
“Some industries use a great deal of labor 
compared with the amount of capital they 
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have invested,” the study said “These are 
the labor-intensive industries. Others use 
a great deal of capital combined with a 
relatively small amount of labor, and these 
are the capital-intensive industries. These 
differences can be measured in terms of 
number of workers per million dollars of 
capital invested.” 

The study shows that the ratios vary 
greatly. For example, in the clothing in- 
dustry about 300 persons are employed 
per million dollars invested, while in the 
petroleum refining industry the ratio is 
about 13. The NAM statistics show that 
the industries whose profits have been hit 
most severely are in the labor-intensive 
group. 

The increase in labor costs can help ex- 
plain, the NAM study emphasized, not 
only the reduction in profit margins gen- 
erally but also why some industries have 
been hit much harder than others. Cer- 
tain industries—clothing, textiles, lumber, 
for example—are inherently more vulner- 
able to the impact of a labor-cost increase 
because labor cost plays a relatively larger 
role in their cost structure. 

On the other hand, the NAM figures 
show that the increase in tax rates has hit 
all industries with about equal severity 
and “is not responsible for the fact that 
some industries have fared so much worse 
than others.” 

The NAM said that the added costs of 
labor and taxes have forced the prices of 
many manufactured goods upward, and 
that this in turn has partially relieved the 
Squeeze on some profit margins. ‘‘How- 
ever,” the study said, ‘‘no industry group 
has been rescued by price rises and some 
have cut prices.” 

The NAM figures indicate that there 
is little systematic relationship between 
price trends and profit margin trends. For 
example, the petroleum and chemical in- 
dustries showed only slight price in- 
creases, yet they are among the industries 
which had less-than-average declines in 
profit margins on sales. And the lumber 
and fabricated metals industries are neat 
the head of the list in regard to severity 
of profit margin decline despite substantial 
price rises. 

“While no industry was able to main- 
tain its traditional after-tax profit margin,” 
the NAM< study said, ‘‘prices increased 
more in the furniture and leather indus- 
tries—where there are very few large com- 
panies—than in the chemical and petro- 
leum industries, where large companies 
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uestions : 

If arbitrary manipulation of prices in 
the industries characterized by large com- 
S€ are panies is the major force at work, why 
Suse F were these industries unable to maintain 
ith a § their usual profit margin after taxes? 
these And why did prices rise more in the 
These fabricated metals or nonelectrical ma- 
ns of F chinery industries than in the tobacco in- 
us of Be dustry? 

The NAM answers: “Clearly, no mys- 
vaty terious power over prices can explain these 
g in- F things.” 

loyed In the period covered by the study— 
nthe fF 1948-1956—total physical output in- 
10 is — creased by 40% and the increase in dollar 
that sales was even greater, 56%. During that 
n hit period total compensation of manufactur- 
nsive f ing employes rose 72%, but aggregate 
manufacturing profits lagged far behind. 
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Announcing 
a digest of 


PRODUCTIVITY 
ACCOUNTING 


by 
Hiram S. Davis 


As a service to executives, desirous 
of keeping in touch with important 
business publications yet pressed for 
time, Controllership Foundation 
publishes a series of digests of im- 
portant business books. 


PRODUCTIVITY ACCOUNTING, 
published by the University of Penn- 
sylvania Press, presents a method for 
measuring the productivity of a busi- 
ness that is as useful in periods of 
rapidly changing prices as it is when 
prices are stable. An illustrative ap- 
plication of the method is given and 
the theoretical and practical difh- 
culties are considered. Five uses of 
the technique are then discussed: 


1. Over-all measure of the effi- 
ciency of a firm 


2. Analytical audit of past per- 


formance 

3. Budget control of current 
performance 

4. Common-price financial state- 
ments 


5. Measurement of initial distri- 
bution of the benefits flowing 
from gain (loss) in the firm’s 
productivity. 


Copies of the 50-page digest 
available at $1.00 each from 


CONTROLLERSHIP 
FOUNDATION, INC. 


Research Arm of Controllers Institute 


Two Park Avenue 
New York 16, N. Y. 


Orders from nonmembers outside 
Continental U.S. and Canada 


must be accompanied by remittance 
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F Paging the New Books" 





THE TAX ON ACCUMULATED EARNINGS* 
By Robert S. Holzman 





Reviewed by FREDERICK M. EISNER 
Comptroller 

Weiss & Klau Co., 

New York 


This book is a practical guide to the 
federal tax on hoarding. It is an orderly 
and systematic compilation of just about 
all the knowledge there is on Sec. 531 of 
the Revenue Act of 1954, the accumu- 
lated earnings tax. 

The book is of inestimable value to 
corporate management, tax counsellors, 
advisors to management and, particularly, 
to directors of corporations. It is written 
by a man who is not only a scholar of 
the first rate but who has had many years 
of practice in the laws of taxation. This 
reviewer, a member of the Federal Tax 
Forum, has seen the author in action as 
president of the Forum and as representa- 
tive thereof at many tax lectures. 

The nature of the tax is fully ex- 
plained: who is vulnerable, when, and 
why. Next, every argument that has ever 
been raised in any litigated case to jus- 
tify the retention of earnings is grouped 
and analyzed so that the reader may 
readily see how its intended justification 
has withstood judicial examination in the 
past. 

The book can also be described as a 
check list by which one can save much 
time in running down cases and authori- 
tative working information which may 


* Published by the Ronald Press Company, 
15 East 26th Street, New York 10, N. Y. 
$10.00. 


cover or be closely analogous to a current 
situation. 

The following is an outline of the sub- 
ject as treated in the book: 

The tax is only on the amount unrea- 
sonably accumulated because there is no 
justification for imposing a penalty on 
such earnings as are needed in the cor- 
poration’s own business. Whether the re- 
tention was for the reasonable needs of 
the business is the decisive point in al- 
most every Section 531 controversy. 

Determination of the reasonable needs 
of the business is, initially at least, the 
province of a company’s management. 

Another point is the time factor; that 
is, whether the retention was for the rea- 
sonably anticipated needs of the business 
in a relatively short period of time after 
the close of the taxable year. The court 
will not substitute its prerogative for that 
of management if plans for retention of 
earnings (a) are based upon an expressed 
factual situation, have a legitimate busi- 
ness objective in mind, and are made in 
good faith, (b) are made by a prudent 
management, (c) are to become effective 
at a known or predictable future time, 
and (d) the purpose behind the accumu- 
lation is according to considered man- 
agerial judgment, even for a long-range 
period of time. 

The purpose of the retention is re- 
stricted to the present business of the cor- 
poration—not for the purpose of entering 
into another field of endeavor. Invest- 
ments in unrelated enterprises may not 
be deemed for the reasonable needs of 
the business; however, investments in af- 
filiates or customers may represent a 
proper utilization of surplus. Depres- 
sions, expansion programs, financial fac- 
tors, hazards, manner of operating, past 
practice, specialized facts peculiar to the 
corporation, errors which were in fact 
made and honestly made, etc., are other 
reasons which may be successfully ad- 
vanced. 

So long as the surplus is applied for 
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assets used in the business, the accumula- 
tion thereof is not in itself objectionable. 
A business has the right to grow. A com- 
pany seeking adequate working capital 
should be permitted to take steps to en- 
able it to operate on its own cash tfe- 
sources. 

Corporate directors may be at fault if, 
by not paying an adequate dividend, an 
accumulated earnings tax is imposed. 
They may be personally subjected to 
heavy damages in a minority stockholders’ 
suit. 

The author sets forth 237 reasons for 
retention of earnings which were pre- 
sented in litigated cases. 

Sometimes a corporation may be able 
to develop certain factors peculiar to the 
industry that would not have been known 
to a revenue agent or to a court. For this 
reason, a corporation's management or 
tax counsel should have at its —— the 
specialized arguments that have been de- 
veloped by other companies of the same 
type. The author gives an analysis, clas- 
sified by industry, to enable management 
to locate the decided cases involving com- 
panies with possibly the same industrial 
problems. 

The author considers it of paramount 
value that an accounting analysis of the 
problem should be available to the board 
of directors not later than the meeting at 
which dividends would be considered for 
the taxable year; also that complete min- 
utes of the meeting be on hand to enable 
“offensive strategy’ and ‘“‘built-in’’ an- 
swers to be available should the Secretary 
of the Treasury question the propriety of 
the undistributed accumulated earnings of 
the corporation. 

The minutes should show what the ac- 
cumulated earnings are; the use to which 
they will be put; and whether they are 
beyond the reasonable needs of the busi- 
ness. If the answer to the latter is yes, 
the directors should state whether the 
dividends should be increased or whether 
steps should be taken to commit a greater 
portion of retained earnings to a legiti- 
mate business need. 

The time to prepare oneself for an ac- 
cumulated earnings tax case is before the 
directors decide on the amount of divi- 
dends to be declared. 

The directors should ascertain, as far 
as may be possible, whether the earnings 
a om as submitted to them might remain 
substantially so after a revenue agent’s ex- 
amination. If certain deductions were dis- 
allowed or if income were reallocated by 
the agent from another year, the corpora- 
tion’s taxable income to be converted into 
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Introducing an Organization 
to Budgetary Control 


(Continued from page 530) 


10. Supplies, Purchased Services, and Expenses 
Budgets for these costs are included in the various depart- 
mental and divisional expense budgets. 


11. Advertising and Sales Promotion 
Budgets for these expenditures should be set annually with 
quarterly revisions. 


ie Departmental and Divisional Operating Budgets 

The control of expenses and costs of operating specific de- 
partments and divisions are covered by departmental budgets in 
which are included items for: 


a. Indirect labor payroll 
b. Salaried employes 
c. Indirect supplies, services and expenses. 


These budgets must be set on a variable basis even though 
such costs do not vary in direct proportion to the rise and fall of 
plant operations to the extent that costs of direct materials and 
direct labor do. 


V INTRODUCING THE BUDGET CONTROL IDEA 
IDEA-SELLING, A REQUISITE TO BUDGET CONTROL 


Control, whether called budgeting, planning, management or 
something as frightful as cost reduction and economy, involves 
the individual, individual] reactions and acceptance or rejection. 

Gaining acceptance takes effort. To create interest and desire 
means persuading and convincing. This takes communication. 

One key to success in achieving results with a budget is selling 
the idea—selling it not only downward but also upward, selling 
it individually and collectively. There is far more to the matter 
than just selling to subordinates. Selling it to associates and su- 
periors is just as important. The selling has to be deep down if 
it is to be effective and lasting. 

In selling control or budgeting or just plain cost reduction and 
economy, no one will quarrel with the end-purpose because we 
are all for it, just like we are all against sin. That makes the sell- 
ing job difficult. 

Conservatives will cringe at the idea of showmanship in re- 
gard to budgets because it brings up thoughts of circus ballyhoo. 
It may be felt that showmanship is undignified, especially when 
it has to do with budgets and control, but if done soundly, it can 
be truly effective. If done without artificiality and with sincerity 
of purpose it can achieve remarkable results. 


AN ACTUAL CASE EXAMPLE 


We have chosen a few items from a series of illustrative ma- 
terial used in an actual operating company upon the embarka- 
tion of a budgetary control program. In that particular instance 
some 90 per cent of the individuals (first-line management) had 
not previously operated under budget control and it was mani- 
fest that very little understanding of the subject existed. On the 
contrary, there was apparent a feeling of apprehension about it. 
It was therefore essential that careful introduction of budgeting 
be made, particularly from the educational aspects. The entire 
seties. of illustrations and accompanying explanatory discussions 
were consequently centered on the educational objective or re- 
moving, if possible, allaying if not, any existing general feeling 
of fear and apprehension. The presentation was given at evening 
dinner meetings paid for by the company. The content, its plan- 


(Continued on page 551) 
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The above illustrations together with the chart (copy of 
a Departmental Budget Report to Foremen) shown on page 
551 were chosen from a series of 25 sheets used in connec- 
tion with the evening programs (see page 550) on budge’ 
ary control—supervisors’ orientation and briefing meeting 
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BUDGETARY CONTROL PROGRAM—SUPERVISORS’ ORIENTATION AND BRIEFING MEETINGS 


MEETING #1 
Time 
5:30 Assembly 
6:00 Dinner 


7:15 Call to order 
XXXRAKXKKX.- Vice 
Industrial Relations 


President of 


Opening Remarks 


7:20 XXXXXXXXX, Executive Vice 
President 
Our need for budgetary procedures 
Planning for security, stability and 
growth 
Progress on an organized rather than 
excitement basis 
The basic objective of this program 
7:25 XXXXXXXXX, Vice President 
Good management depends upon con- 
trol 
Budgetary practice is a means of 
control 


The past two months 
(May 1—June 30) 
The next two months 
(July 1—Sept. 1) 
The last six months 
(Sept. 1—Feb. 28) 
From then on 


XXXXXXXXX assigned the task of 
setting up a system—why. 


7:30 Explanation and Discussion of Budgets 
XXXXXXXXXX, Budget Officer 


Basic definition of budgets, budgetary 
budgetary practices, budget 
systems. Budgetary control is 
part of broad management planning 
and control. Differences and similari- 
standard 


costs and their uses in management. 


control, 
only 


ties between budgets and 
Budgets in themselves are only tools 
and will not cure problems. Outstand- 
ing case example of Bridgeport Brass. 


Everyday examples of budgets. Un- 
derlying factors and interrelationships 
—fixed costs, variable costs, burdens, 
overheads. Break-even points. 

Kinds of budgets: capital expenditure, 
product development, programs, direct 
labor, labor, 
penses, etc. 


indirect materials, ex- 


8:30 Questions from the floor. 


9:00 Adjourn. 





MEETING #2 
Time 
5:30 Assembly 
6:00 Dinner 
7:15 Call to order 
XXXXXXXXX, Vice President of 
Industrial Relations 


Opening Remarks 


7:20 XXXXXXXXX, Executive Vice 
President 
Economic outlook of general business 


conditions 


What storm signals are on the horizon 


XXXXXXXXXX, Vice President 
Our accomplishments against the pro- 


gram of May 1—Sept. 1 


The XXXXXKXK 


over the next six months 


sales outlook for 


7:30 Explanation and Discussion of Budgets 
XXXXXXXXXX, Budget Director 
The 


sales forecast. The production pro- 


Steps in developing budgets. 
gram. The inventory budget. Purchas- 
ing budget. Man-power budgets. Ex- 
(burden and 


budgets. The profit and loss budget 


pense overheads ) 


and balance sheet budget. 


and 


historical basic data on sales, produc- 


Accumulating assembling the 
tion, costs. Correlating the data and 
segregating fixed and variable costs. 
Determining responsibilities for the 


various phases of costs. 


The cooperation and agreements of 


supervisory personnel on their de- 
partmental budgets. Cooperation vs. 


teamwork. 


Integrating individual departmental 
budgets into the master profit and 


loss budget. 


The combined objective and profit 
goal percentage profit on sales. 
8:30 


Questions from the floor. 


9:00 Adjourn. 
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MEETING #3 
Time 
5:30 Assembly 
6:00 Dinner 
7:15 Call to order 


XXXXXXXXXX, Vice President of 
Industrial Relations 


Opening Remarks 


XXXXXXXXXX, Executive Vice 
President 


Different interests of customers, em- 
ployes, suppliers, the community, 


banks, stockholders, management. 


Management’s job is to make profits 


Successful budget procedures may be 
a factor in rewarding achievement. 


XXXXXXXXXX, Vice President 


Our profit picture to date—first four 
months 
(Based on June 30, 1954 statements) 


Our goal X% after taxes 


:30 Explanation and Discussion of Budgets 
XXXXXXXXXX, Budget Director 


Operating under budgetary controls. 
Types and nature of budget reports. 
Comparison and review with super- 
visors. Revision when necessary. How 
control takes place. Control is at the 
point of action. Control is by the 
individual. Practical aspects of con- 
trol actions. The connotations of con- 
trol. Impact of controls on people. 
How will it help the individual 
XXXXX supervisor? Not a cure-all 
or panacea for operating problems. 


The XXXXXX_ budget program. 
Our approach and progress to date 
(7/12/54-7/29/54). What each su- 
pervisor should begin thinking about 
in regard to budgets for his depart- 
ment. The data he should begin 
assembling. The difference in data to 
be asked of the ‘‘make’’ departments 
vs. the “service’’ departments. 


Exhibit and explanation of tentative 


forms of budget reports which will 
be used. 


8:30 


Questions from the floor. 


9:00 Adjourn. 
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Introducing an Organization to Bud 


ning and presentation were designed and developed by the con- 
troller of the company. There was an apparent direct effect. In 
the short course of four months, overhead expenses were brought 
down approximately 19% against a planned goal of 25% 
within a six-months period. 

In the agenda for each meeting, it should be noted that the 
principal top executives of the company participated in setting 
the scene and providing a basic background of general business 
economies. 

Particular note should also be made of the emphasis toward 
the close of the presentation on the importance of action and that 
the action is a responsibility of the individual supervisor. 

The final tone was directed toward the individual personal 
interest-—"“How does it help me?” 


CHANGES ARE TO BE EXPECTED 

The foregoing has described a general plan of approach and 
program of work. Modifications as you go along will be neces- 
saty as specific conditions develop. 

It is quite likely that modifications in cost-reporting procedures 
will need to be adopted. It is likely that considerable amount of 
foundational work (i.e.:—historical analyses of costs, produc- 
tion levels, sales trends, etc.), will be required and some outside 
assistance needed. This, however, you should try to avoid to the 
extent possible. It is desirable to do the job with your own 
people. 


g eta ry Co ntrol (Continued from page 549) 


A REMINDER REGARDING ORGANIZATION AND 
RESPONSIBILITY FACTORS 

Budgets are a means for planning, measurement and control. 
But control can only be exercised under specific responsibility of 
individual supervisors and executives. A prime essential is the 
clear-cut establishment of responsibility for the various operating 
functions and departmental units. 

Established management principles are that no man can (a) 
serve more than one boss at a time or be subjected to possibility 
of incompatible assignments, and (b) be responsible for some- 
thing over which he does not have full authority. 

Therefore, proceed promptly with the establishment of needed 
final organization structure changes and fix functional responsi- 
bilities so that proper budgets can be set, proper individuals be 
made accountable for their execution and be measured by them. 


A POINT TO BEAR IN MIND—ANOTHER REMINDER 

Don’t wait until a perfect plan has been devised before com- 
mencing action. It is better to start on a tentative, interim basis 
than to wait. You can always modify, add, change, drop off, 
etc., as you go along. Timeliness and promptness of action are 
most important. Don’t “fiddle while Rome burns’’! Results are 
obtained through action. 


see eeeess ss. NOVEMBER 1957 


THE CONTROLLER 





551 








Ever Wash 





REMARKABLE 


RESISTALL 


INDEX BRISTOL 
Yours at Virtually 


NO INCREASEIN COST... 


It is washable —(you can rub it, too, 
almost endlessly without roughen- 
ing the surface) 


Resistant to 

© Boiling Water 

@ Oil and Grease 

@ Abrasion 

© Hard Handling 

@ Many Acids and Alkalis 

@ Perspiration 
RESISTALL Index Bristol, made 
of 100% new, white cotton fibres, 
is another L.L. Brown quality value. 
RESISTALL Linen Ledger, a 
companion line, offers the same 
built-in features for record papers. 
Just another case of 

*$O MUCH EXTRA VALUE 

FOR SO LITTLE COST” 
.-~ characteristic of all 


L. L. BROWN 


Correspondence & Record 


PAPERS 


Since 1849 


\z 
Adams, Massachusetts 




















Double Employment Poses Company Problem 


“Moonlighting” is on the rise, ac- 
cording to a recent article published 
by the National Industrial Conference 
Board. Moonlighting, the Conference 
Board notes, is a new term in person- 
nel literature meaning double employ- 
ment, or holding down two jobs at 
once. There are several million moon- 
lighters in the United States today. Ob- 
viously, the motivation in almost all 
cases is the desire for additional income 
to offset the high cost of living, but the 
Board discovered that aiding and abet- 
ting the practice is the five-day 35-to- 
40-hour work week, and the further ex- 
tension of automation. Workers may 
now have the necessary leisure and 
vigor to hold down two jobs. And 
added to these incentives is today’s 
tight labor market, which offers the 
worker a host of job opportunities with 
high pay and generous benefits. 

How does management feel about 
moonlighting? The Conference Board 
questioned 25 representative companies 
about the situation. Fifteen described its 
effects as “not serious”; five said it was 
a ‘“‘minor headache” and the remaining 
five felt it to be a “fairly serious” prob- 
lem. One firm said that to the best of 
its knowledge it had no moonlighters. 
At the other extreme, three executives 
estimated 25% of their production 
workers had second jobs. Two firms re- 
ported 20%, and two others 10%. One 
said that 50% of its highly skilled 
workers had double employment. 

Among employes working a 40-hour 
week, moonlighting was put at 8%; 
among those working less than a 40- 
hour week the estimate climbed to 14%. 

While most companies frown on 
moonlighting or attempt to forbid it 
entirely, they do not always know if 
and where it exists. Some firms are in- 
clined to tolerate or ignore the practice 
as long as it does not get out of hand, 
and a few companies expressed a will- 
ingness to hire men even when it was 
known they were employed elsewhere. 

Moonlighters come to the attention 
of management in many ways. They 
may show excessive absenteeism and 
their work may suffer in quality, quan- 
tity, or both. They may become in- 
volved in accidents. Instances of moon- 
lighters making trouble with other 
employes were reported to the Board. The 
man working day and night is likely to 
become irritable through lack of sleep; 
he may shirk his part of the job; he 
may ask others to cover up for him, etc. 

Usual company procedure is a warn- 
ing. If the situation is not corrected af- 
ter a reasonable length of time, the em- 
ploye probably will be discharged. And 
immediate discharge is the rule if it is 


discovered that the employe’s second 
job is with a competing firm. 

A consensus of suggestions for cop. 
trolling moonlighting compiled from 
the Board’s study stresses the impor- 
tance of establishing company policy, 
Will outside employment be permitted? 
If so, how much; under what circum. 
stances? Explaining company policy to 
job applicants and including a state. 
ment in application blanks and hand. 
books for employes enable both parties 
to know where they stand. Cooperation 
with other employers in the area is sug- 
gested, and, of course, keeping a sharp 
eye out for early signs of moonlighting 
in individual cases. Working with and 
through unions helps control moon- 
lighting, too. Union leaders are as op. 
posed to the practice as company exec. 
utives. 


Age Barrier in Hiring 
Is Unfair, Says OEA 


Men and women office workers in 
their mid-30’s seeking jobs in New 
York face unrealistic discrimination be- 
cause of their age, according to a sur- 
vey of the Office Executives Association. 
Based on replies from 121 different 
companies of all sizes and types, the 
OEA survey reveals that business has 
set arbitrary age limits for the hiring 
of office workers yet has repudiated all 
the reasons normally given for such a 
policy. 

The survey shows that men first feel 
hiring resistance due to age at 30 and 
by the time a man reaches 50 more than 
42% of the companies are barred to 
him. Women fare slightly better during 
their 30’s with age first playing a defi- 
nite factor at about 35. By age 45, how- 
ever, nearly 25% of the companies 
consider a woman too old to hire and at 
50 a woman has passed the maximum hir- 
ing age for about 56% of the compa- 
nies. 

When questioned on matters of turn- 
over, absenteeism and relationship with 
younger workers, respondents to the 
survey showed almost unanimous repu- 
diation of the alleged reasons for not 
hiring older workers. Many pointed out 
that the older workers are actually far 
more reliable and have better attend- 
ance records than their younger coun- 
terparts. 

The survey also indicates that most 
businessmen feel that hiring older 
workers does not increase the cost of 
doing business through higher benefits 
costs. In some cases, the simple waiving 
of pension rights removes any possible 
increase in that area. 
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Booklet Describes 
Auditors’ Problems with EDP 


The effect of electronic data-processing 
systems on internal control procedures and 
the auditability of records by internal au- 
dit staffs and independent accountants is 
discussed in a survey, “The Auditor En- 
counters Electronic Data Processing,” pre- 
pared by Price, Waterhouse & Company 
at the request of International Business 
Machines Corporation. The study has 
been published by IBM. Included in the 
study are sections on evaluating the in- 
ternal accounting group, processing ac- 
curacy, carrying out the audit procedures, 
using the electronic machines, and prob- 
lems relating to conversion to EDP. 

The conclusion in the survey points out 
that at the present stage of utilization of 
electronic data-processing machines the 
effect upon the auditors’ mode of opera- 
tion has been by no means revolutionary. 
The authors of the survey anticipate con- 
siderably more change in basic concepts of 
record-keeping, but the recognition of the 
community of interests upon management, 
controllers and auditors with respect to 
the need for permanent reference records 
and the application of ingenuity by audi- 
tors in. working out new methods of 
achieving their objectives should enable 
them to become partners in the coming 
revolution in clerical work. 


Management Education 
AMA 

The world’s largest resident training 
facility for business executives, the AMA 
Academy of Advanced Management, has 
opened at Saranac Lake, N. Y. Classroom 
and residence accommodations for some 
125 participants each week are now avail- 
able and when the remodeling program is 
completed the available space will permit 
more than 250 executives to attend the 
management and decision courses. 


NAA 

The National Association of Account- 
ants initiates its first seminar-type con- 
ference November 14-15 at the Penn- 
Sheraton Hotel, Pittsburgh, Pa., on the 
subject of ‘Internal Profit Measurement 
and Appraisal.’’ The conference will com- 
ptise a series of concurrent sessions for 
gtoups of 20 participants having common 
interests and background for organized 
discussion and exchange of viewpoints, 
experiences and practices relating to a 
specific subject. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA jew RK.N.Y. CHICAGO 
PITTSBURGH FR ee Lee 
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Add up the features: You'll know why 
there’s greater speed and accuracy—lower- 
cost operation—with Comptometer Comp- 
tograph “220M.” It’s the world’s finest all- 
electric 10-key listing machine. Prove it on 
your own work. FREE. Mail Coupon today. 





OoOmptometer 
OmMptoge. 





new features 


make figuring easier... 


NEW Multiplication Key—electric short cut 
multiplication . . . even prints both factors 
and answer on two easy-to-read lines. 


NEW High Speed —220 cycles per minute. 
Over 30% faster than most other 10-key list- 
ing machines. 


NEW Dual-Purpose Lever—converts from 
multiplying to straight adding. 11-digit list- 
ing —13 totaling capacity. 


NEW Color—smart ‘Autumn Tan.” Easy on 
the eyes—blends with modern office decor. 


NEW Variable Space Control —adjusts for 
single or double spacing. 

NEW More Flexible Keyboard —accepts new 
figures faster. 


Plus these wanted features — Exclusive Auto- 
matic Visi-Balance Window —Single Cycle 
Keys—Portability—Two Color Printing—Quiet 
Rotary Action—Streamlined Styling —Con 
cealed Paper Roll. 


COMPTOGRAPH 
“220M" 


figures fasten than you think 
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New bo nen pay sory Custom- 
atic —World’s fastest way to 
figure . . . now faster than 
ever. Try it FREE on your 
own work. See for yourself. 





Comptometer Corporation 

1734 N. Paulina St., Chicago 22, Ill. 
In Canada: Canadian Comptometer, Ltd 
501 Yonge Street, Toronto 5, Ontario 
(CO Arrange free office trial for me on: 
(CJ Send me literature on: 

( Comptometer Comptograph ‘‘220M” 
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Comptometer Commander — ; 
insures accuracy in dicta- Firm 
tion. Lifetime Magnetic belt 
saves far more than machine Address. 
costs. See for yourself. City Jone. State 
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Springfield, Mass. 


Controllers and financial officers in the 
Western Massachusetts area gathered on 
October 8 at the Hotel Shelton in Spring- 
field for the observance of the 15th anni- 
versary of the Springfield Control of Con- 
trollers Institute. The group is pictured 
right above. 

The head table photograph includes 
national officers of Controllers Institute, 
as well as past presidents of the Spring- 
field Control, as follows: 

Seated (left to right) Institute Vice 
President (Region I) George L. Todd of 
Bridgeport; Michael G. Campagna, presi- 
dent 1952-53; Paul Haase, the Institute’s 
managing director; David G. Christensen, 
the current president; Bruce MacLeod, 
who addressed the meeting; Walter B. 
Gerould, first president of the Control, as 
well as a past national director and vice 
president of the Institute and a past presi- 
dent of Controllership Foundation; and 
Joseph A. Chadbourne, the Control’s sec- 
retary-treasurer for 14 years and a past 
national director and vice president of 
Controllers Institute. 

Standing are Paul A. Wilks, president 
1949-50; William S. Hendry, president 
1950-51; Paul L. Smith, president of the 
Bridgeport Control, who extended greet- 
ings at the meeting; Carroll A. Dolan, 
president 1946-47; M. O. Ferrini, presi- 
dent 1955-56; Austin R. Harmon, presi- 
dent 1954-55; Alfred W. Long, president 
1945-46; and Irving Barnes, president 
1956-57. 


Denver, Cole. 


Consideration of the organization of a 
Rocky Mountain Control, centered in Den- 
ver, Colorado, was undertaken at a dinner 
meeting in Denver on September 24. The 
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|| | LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





15 TH 


ANNIVERSARY 





proposed Control would be the 52nd 
afhliate of Controllers Institute of Amer- 
ica. 

Petition for a charter for a local Control 
was developed at the meeting for presenta- 


Ke 
% 


tion to the Institute’s national Board of 
Directors and a Committee on Organiza- 
tion was established, consisting of J. Rob- 
ert Spangler, Earl D. Page and T. L. 
Ackerman. 
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New York 


To provide a scuff-proof, washable, as 
well as attractive surface, Controllers In- 
stitute of America, in redecorating its 
Headquarters entrance lobby at Two Park 
Avenue, chose a plastic-coated fabric wall 
covering featuring a plaid pattern in warm 


tones of beige and tan. The photograph 
above illustrating the Super Sanitas pat- 
tern, ‘“Texture Plaid,’ was also featured 
by the Institute as the frontispiece of its 
recently issued Annual Report to its mem- 


bership. 
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Wage Inflation and Productivity 


Summary of a talk by George G. Hagedorn, associate director of Research, 
National Association of Manufacturers, before a session on “Wage Inflation ?” 
at the National Industrial Conference Board’s 41st Annual Meeting, New Y ork. 


T THE CURRENT STAGE of our eco- 
A nomic history, the most serious dan- 
ger of inflation arises out of the tendency 
for wages and other employment costs to 
rise more rapidly than productivity. Un- 


derstanding of the basic fact that, without 
inflation, wages cannot rise faster than 
productivity is a necessary starting point 
in any effort to avoid inflation in the 
future. 








This is the new Filmsort Examiner, 
a complete microfilm viewer and 
enlarger-printer — for use on the 
executive's desk, in the office and the 
engineering department. 


ENGINEERING, PRODUCTION 
DATA ACCESSIBILITY 


Here are case history reports of vital 
concern to all faced with problems of 
engineering and production data access- 
ibility .... as told in leading business 
and technical periodicals. 


A leading machine tool manufacturer 
saves the time of its engineers and 
clerical staff with a microtilm-on-cards 
system of control over drawings. 


Cl Ask for Reprint #231 


[] “Stop Playing Hide-and-Seek 
With Engineering Drawings” 
(By Bell Lab manufacturing 
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Production orders and spec sheets 
grouped in film strips by a famed New 
England instrument maker ... . for 
better control, easy accessibility, fast 
reproduction. 


[] Reprint #232 


& “Microfilms Speed Research 
and Conserve Engineers” 
(Reprint #221) 


[] “Tiny Bluprints for 
Big Defense” (#213) 


= “How Otis Increased Control 
and Reduced Costs” (#211) 


Reprints also available on “Setting Up 
A Research Library” ... . “Handling 
Personnel Records” ... . and other 
utilizations of the Filmsort system. Your 
request for these reprints, from national 


technical and business periodicals, will 


receive prompt attention... . They 
will be sent without charge. 


FILMSORT DIVISION 
DEXTER FOLDER COMPANY 
A Division of Miehle-Goss-Dexter, Inc. 
Pearl River, New York 





It does not follow, however, that mere 
acceptance—no matter how universal—of 
this principle is an_ effective weapon 
against inflation. Some people seem to 
feel that recognition of the relationship 
between wages, productivity, and Prices 
will provide a sound and workable guide 
in the formulation of wage policies. This 
is a dangerous illusion since the basic 
problem arises out of the monopolistic 
powers of labor unions. As long as mo- 
nopolistic powers exist, an economic-sta- 
tistical formula cannot prevent their nat- 
ural consequences from ensuing. 

In making statistical comparisons of 
wages and productivity, it is important to 
start by asking what kinds of comparison 
are appropriate. Wages in any given plant 
or industry should not be expected to 
follow movements of productivity in that 
particular plant or iaboasr. Any attempt 
to tie wages to productivity in particular 
plants or industries would bring about 
conditions in the labor market which 
were illogical and economically unwork- 
able. Therefore wage movements in any 
part of the economy should be compared 
with productivity in the economy as a 
whole, in appraising their inflationary 
effect. 

Moreover, there is no point in compar- 
ing productivity with wages on a short- 
term basis—of comparing, for example, 


the growth in productivity with the 


growth in wages over the one-year inter- 
val, 1955 to 1956. Wages and produc- 
tivity have never shown such an intimate 
year-by-year relationship in the past and 
there is no reason to expect them to do so 
in the future—or to try to make them do 
so in the future. 

Therefore, to be relevant, statistical 
comparisons of wages and _ productivity 
should be made on a long-term basis and 
the productivity figures should be econ- 
omy-wide or as nearly so as possible. On 
this basis, it can readily be established 
that there is a strong tendency for wages 
to increase faster than productivity. For 
the past 20 years wages in manufacturing 
have risen five times as fast as productivity 
in the economy as a whole. Over the past 
five years wages (even without counting 
fringe benefits) have risen twice as fast 
as productivity. Wages show a tendency 
to rise at a rate of about five or six pet 
cent a year, whereas productivity in the 
economy as a whole has tended to in- 
crease at a rate only fractionally better 
than two per cent a year. 

The background for the past excess in 
wage growth over productivity growth is 


the inflationary monetary and fiscal policy 
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of the war years. If it had not been for 
the great expansion in the money supply 
from those policies, cost increases would 
have caused demand to dry up and the 
rocess of raising wages faster than pro- 
ductivity would either have been brought 
to a halt or else have resulted in unem- 
ployment. We have now used up the 
leeway afforded by wartime monetary ex- 
pansion but we have not broken the habit 
of excessive wage rises. In the future 
there will be pressure to resort to further 
inflationary expansion of money and 
credit, in the guise of ‘‘full-employment” 
policy. 

As a practical matter it is certainly un- 
desirable and probably impossible to tie 
wages closely to productivity, for the 
following reasons: 


1. Statistics are not accurate enough or 
inclusive enough on either the wage 
side or the productivity side. 

. It is only the long-term trend in pro- 
ductivity for the economy as a whole 
that shows any consistency. Over short 
periods productivity can show sudden 
spurts or drops. A practical wage 
policy could not be expected to follow 
these fluctuations up and down. 

. Thus the deficiencies of the statistics 
and concepts and disagreement as to 
objectives would leave many questions 
in dispute. In practice these disputes 
would all be settled on the up-side as 
long as labor monopoly had not been 
effectively dealt with. Thus an at- 
tempted linkage between wages and 
productivity would not be an effective 
safeguard against inflation. 

Wages have an economic function to 

perform—that of allocating labor 

among the several occupations, indus- 
tries and locations. Only wages which 
ate free to reflect supply-and-demand 
conditions in the labor market can do 
this successfully—not wages that are 
set by reference to statistical criteria. 


re 


Ww 


— 


Thus there is little hope that wage 
formulas (or less formal procedures for 
consulting the statistical record) tying 
wages to productivity will provide a prac- 
tical means of preserving economic 
stability. Statistical manipulation is not a 
satisfactory substitute for dealing directly 
with the problem of monopoly. 


Record Controls, Inc. will simplify your 
i filing systems 





and Routines, 

ee a pee sul ebtek Con 

tralized Con- 
INC trols to elimi- 





_ nate dupli- 


ai -tete] jo Meteo) ha-lo]m-# INC. 


CHICAGO 209°S La Salle Street 
NEW YORK . 60 Fost 


42nd Street 


THE CONTROLLER * NOVEMBER, 1957 











auto leasing from WHEELS does not 





Thor Power Tool Company, one of 
America’s largest, most respected power tool 
manufacturers, leases its fleet of 
automobile from WHEELS Inc. This 
saves valuable Thor cash for inventory, 

for expansion, for working capital. Thor 
knows that leasing from Wheels 

may not cost less than ownership, but they 
are positive that it saves more! 













Hard-hitting Thor salesmen make their 
thousands of daily calls in a new Chevrolet or 
other late-model, perfectly maintained Wheels 
automobile. Thor, a Wheels client for eight years, 
is one of many nationally-famous firms that 
lease vehicles from Wheels on a regular basis. 





Wheels Inc. leases more than 9,000 cars and 
trucks to American business on programs 
designed. to fit individual needs. 


@ RELEASE OF CAPITAL 

@ FLUID INVENTORY DOLLARS 
@ SPOT JOB ASSIGNMENTS 
@ PLANT EXPANSION 

@ CREDIT LINE EXTENSION 

@ SMOOTHER CASH FLOW 


SEND COUPON TODAY... 


for more details from your Wheels representative. 


We are interested in more details 
on a Wheels leasing plan. 





— ; 6200 N. WESTERN AVENUE 
1 CHICAGO 45, ILLINOIS 
: HOLLYCOURT 5-8600 
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Corporate Fiscal Years 

A survey of 1071 companies with com- 
mon shares listed on the New York Stock 
Exchange has indicated that 792 had 
fiscal years ending in December. The next 
most popular month was June, with 54 
companies reporting fiscal year closings. 
Third on the list was September with 44 
companies. Other companies in the survey 
reported their fiscal years ending in: 
January—25 ; February—16; March—18; 
April—11; May—9; July—28; August— 
20; October—32; and November—22. 








Automation Prospects 

The American Society of Tool Engi- 
neers made a survey in Michigan to see 
whether or not automation might increase 
unemployment. The group found that 
only 17% of the industrial operations are 
even capable of being automated and 
there seems to be little evidence to indi- 
cate much of a relationship between un- 
employment in Michigan and automation. 


The Cost of Inflation 

In 1956 inflation amounted to $83 
billion according to the Institute of Life 
Insurance. The Institute arrived at the $83 
billion figure by estimating how much 
more all the goods and services produced 
and consumed by the public, industry and 
government cost in 1956 than if inflation 
had been curbed and prices held at the 
1947 level. That estimate comes from an 
analysis of the gross national product. 
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This Electronic World 

The IBM 610, which is about the size 
of a spinet piano, sells for $55,000 and 
rents for $1,150 a month. The 610 has an 
automatic decimal point control and also 
permits changing of data while the ma- 
chine is running. 

e 

An automatic assembly machine, which 
takes orders from itself, has been an- 
nounced by IBM. The new device is used 
to fasten resistors, capacitors, diodes, etc., 
automatically onto printed circuit panels 
before they are inserted into computers 
and other electronic equipment. The new 
machine can automatically re-set itself 
when a change in the layout or compo- 
nentry of a panel is called for. The new 
device, called the Programmed Compo- 
nent Assembly System, is currently being 
used to assemble wiring panels for IBM’s 
data-processing equipment. 

g 

The Kelly Air Force Base is using a 
series of electronic impulses to guide five 
trains by means of a buried copper wire. 
The train is given instructions through a 
series of push buttons in a remote control 
station. 


Sales vs. Profits After Taxes 

Sales of all manufacturing corporations 
total nearly $80 billion during the first 
quarter of 1957, the second highest 
amount on record, topped only by the 
$80.1 biilion total for the fourth quarter 


A digest of information developed by Controller- 


ship Foundation in answer to a recent inquiry. 


COST-OF-LIVING ADJUSTMENTS—HOW ARE THEY HANDLED? 


Controllership Foundation, in response 
to an inquiry, made a limited telephonic 
check of four New York City companies 
—limited because of urgency, time and 
money economy—to determine how they 
handle cost-of-living adjustments. The 
check disclosed that, in three companies, 
such adjustments are treated the same as 
regular wage increases. The fourth com- 
pany also adjusts the labor account but 
utilizes a special cost-of-living subaccount 


which separates such adjustments from the 
basic wage. 

The prevalence of adjustments for 
cost-of-living is indicated by United States 
Department of Labor release ‘“Major 
Agreement Expirations or Reopenings in 
1957.” This release provides a selective 
list of 161 wage agreements covering 4.5 
million workers and indicates that more 
than half these workers are covered by 
automatic cost-of-living wage adjustments. 





THE CONTROLLER.............. 


eer ee ee NOVEMBER 1957 





558 





of 1956. This year’s figure showed better 
than a $5 billion increase over the first 
quarter of 1956. Some 60 per cent of this 
rise occurred in durable goods industries, 
with the remainder resulting from gains 
in nondurables. 

Profits after taxes were more than $100 
million above the first quarter of 1956, 
However, profits after taxes as a per cent 
of sales declined from 5.3 per cent in the 
first quarter of 1956 to 5.1 per cent in 
the first quarter of 1957. 


Christmas Giving 

A survey of business gift policies of 
838 concerns, reported in the September 
issue of Sales Management, shows that 
85% of the companies use gifts of some 
sort and over 43% of the respondents had 
larger gift budgets in 1956 than in 1955 
and only 13% had less. The survey also 
noted that home and family gifts, as op- 
posed to gifts for the office, advanced in 
popularity and represented 80% of the 
total compared to 78% in 1955 and 55% 
in 1954. A sampling of opinion at a re- 
cent business show indicated that one out 
of a dozen potential givers said he would 
be spending less on such gifts in 1957; 
the others planned to spend anywhere 
from the same as last year to as much as 
25% more on each person. 


Working Capital 

The nation’s corporations have in- 
creased their over-all working capital ev- 
ery quarter since 1954. The latest report 
by the SEC puts working capital of U. S. 
industries at $106 billion on March 31, 
1957 compared with $104.4 billion at the 
end of 1956. 


Corporate Pension Funds 

Assets of pension funds of U. S. cor- 
porations totaled $16.6 billion (book 
value) at the end of 1956, according to 
the third annual survey of the SEC. This 
represented an increase of $2.4 billion 
during the year. Pension funds in the 
manufacturing industries grew by $1.7 
billion while funds in other industries in- 
creased by $700 million. The survey 
indicated that, at the end of 1956, 78 
per cent of corporate pension funds assets 
were invested in corporate bonds and 
stocks, as compared with 75 per cent 4 
year earlier. Over 52 per cent of assets 
were invested in corporate bonds and over 
26 per cent in common and preferred 
stock, 14 per cent in U. S. Government 
securities, and eight per cent in other 
assets. 


Personal Consumption 
Expenditures 

Food and tobacco expenditures, total- 
ing $86.4 billion, represented the largest 
single item for personal consumption ¢x- 
penditures in 1956, according to the De- 
partment of Commerce. Next on the list 
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was household operation with $36.1 bil- 
lion, followed by housing at $32.8 billion 
and $30.3 billion for transportation. 

Expenditures for clothing, accessories 
and jewelry amounted to $27.0 billion 
while expenditures for personal business 
were $14.0 billion and those for recrea- 
tion were $13.8 billion with $13.4 billion 
for medical care and death expenses. 

Minor items of expense were religious 
and welfare at $3.7 billion, private educa- 
tion and research at $3.6 billion, and 
personal care also at $3.6 billion. Foreign 
travel and remittances were $2.4 billion. 
Total consumption expenditures in 1956 
in current dollars were $267.2 billion or 
$222.5 billion in 1947 dollars. 


Investment Firms’ Assets 

Net assets of 136 mutual funds and 
26 closed-end investment companies have 
topped $11 billion for the first time, ac- 
cording to National Association of Invest- 
ment Companies. Investors in mutual 
funds, or open-end investment company 
shares, made net purchases in the first half 
of 1957 of $489 million compared with 
an excess of purchases over redemptions 
of $434 million in the same 1956 period. 


Inventory Evaluation 

The book value of manufacturing and 
trade inventories at the end of May 1957 
is estimated at $90.1 billion, an increase 
of $4.3 billion from the same month in 
1956, according to the Department of 
Commerce. A substantial part of this rise 
over the May 1956 figure reflects higher 
replacement costs. 


Personal Income 

The median income for all families in 
the United States in 1956 was $4,783, an 
increase of 8% over the 1955 median of 
$4,421. The median for city dwellers 
increased over the year from $4,840 to 
$5,221; for rural nonfarmers it moved 
from $4,328 to $4,619 and for farmers it 
moved from $2,111 to $2,371. The gov- 
ernment report said that of the nation’s 43 
million families, 3.5 million, or about 
8%, had incomes of $10,000 or more in 
1956 and 900,000, or about 2%, had in- 
comes of $15,000 and up. At the other 
end of the income scale, some seven mil- 
lion families, or about 20% of the total, 
had incomes of under $2,000 while nearly 
three million families had incomes under 
$1,000. 


Wholesalers’ Sales 

For June 1957 wholesalers’ sales totaled 
$11 billion, according to the Department 
of Commerce. Sales were slightly lower 
than in the previous month, after adjust- 
ment for seasonal and trading day differ- 
ences. 

Sales of durable-goods wholesalers 
for June 1957 totaled $4.2 billion while 
those of nondurable-goods wholesalers 
amounted to $6.7 billion. 
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CONTROLLERSHIP FOUNDATION’S 


REPORT ON 


WHOLE-DOLLAR 
ACCOUNTING 


Prepublication orders for this report were much greater 
than anticipated, but more copies have been rushed from 
the printers. 


Order your copy now to see how you can increase produc- 
tivity or reduce costs in the operation of your accounting 
department. Find out why and how companies switched to 
whole-dollar accounting. Profit from the experiences of 
major companies who have studied the problem and have 
decided to adopt whole-dollar accounting. 


Read the analytical chapter in this study to learn: 
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Read about the experiences of 13 companies to see: 
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57.50 


($6.00 to members of Controllers Institute ) 





Controllership Foundation, Inc. 
Two Park Avenue, New York 16, N. Y. 


Send me _______ copies of “Whole-Dollar Accounting” 
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Orders from nonmembers outside continental U.S. and Canada 
must be accompanied by remittance 
































REPRINT AVAILABLE 


A report prepared by the Finance 
Management Committee of the New 
York City Control of Controllers In- 
stitute: 

Part 1 
HOW A CORPORATION RAISES CAPITAL 
April 1956 
Part 2 
COST OF CAPITAL 
May 1956 
12-page combined reprint—40c 


Address REPRINTS 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 














COSTS CAN BE CUT 


The Big Questior................... WHERE? 


PROFIT ANALYSIS 
by Frederick M. Eisner, C.P.A. 


tells how—provides management with 
cost controls and ideas for inaugurat- 
ing COST REDUCTIONS in: market- 
ing, materials, labor, factory expense, 
“activation” of inventory, fuller use 
of plant and machinery, returned 
goods, salesmen’s costs, sales mixture, 
office departments. 


A new and complete system in 
DISTRIBUTION COST ACCOUNTING 


An ORIGINAL technique of allocat- 
ing MARKETING costs; a_ special 
procedure handling proportional sell- 
ing costs of prcducts, territories, 
classes of customers, sizes of orders. 


Challenges competition through more 
advantageous sales pricing—your price 
should cover only certain costs of 
particular functions of the marketing 
process. Do you know which they are? 


Enables management to _ discover 
which products are out of line or un- 
profitable. 


THE NEW 
SUPPLEMENT 


advances a step further the accounting 
aids and procedures which have made 
PROFIT ANALYSIS the strong right 
arm of modern marketing manage- 
ment. 
Clear, easy-to-follow text 
and many illustrations. 

* 
Practical how-to-do-it books—con- 
stantly useful to controllers, internal 
auditors, public accountants and man- 
agement executives. 

* 





PROFIT ANALYSIS, 364 pages ...... $10.00 

SUPPLEMENT, 190 pages ........... 5.00 

SPECIAL COMBINATION OFFER— 
Both books postpaid .............. $12.50 





10 Day-Money-Back Guarantee 


CHARLES M. EISNER 


Dept. H—70 Linda Ave., White Plains, N. Y. 
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NEW CONNECTIONS ... 

Lewis A. Albert is now controller of Fu- 
torian-Stratford Furniture Company, New 
Albany, Miss. . . . Donald L. Cartland 
has joined the University of Chicago, Chi- 
cago, IIl., as comptroller. . . . Douglas T. 
Dixon recently became comptroller of the 
American International College, Spring- 
field, Mass. 





MR. DIXON 


V. Leonard Hanna has been appointed 
controller of Fenestra Incorporated, De- 
troit, Mich. . . . William M. Hannah re- 
cently became controller of the Missiles 
Division of Raytheon Manufacturing 
Company, Waltham, Mass. . . . George 
A. Ingalls has joined AMP Incorporated, 
Harrisburg, Pa., as vice president-control- 
ler. 

Edward A. Johnson became associated 
with the Mathes Co. Inc., Fort Worth, 
Texas, as controller. . . . Charles L. Lord 
is now serving as vice president and con- 
troller of Electronic Communications, Inc., 
St. Petersburg, Fla. . . . Henry L. Mag- 
giolo has accepted appointment as United 
States Commissioner in Pittsburgh, Pa. 

D. M. Magor recently became vice presi- 
dent-finance of the Velda Corporation, 
North Miami Beach, Fla. . . . R. D. Os- 


Bs : ore 


MR. MAGGIOLO 





MR. LORD 





MR. MAGOR 


borne is now assistant comptroller of In- 
ternational Telephone & Telegraph Corp, 
New York. . . . John D. Simpson has as- 
sumed the duties of treasurer with the Na- 
tional Electric Products Corporation, Pitts. 
burgh, Pa. 


ADDITIONAL DUTIES... 


Charles L. Carr has added the responsi- 
bilities of vice president to his duties as 


MR. CARR 


comptroller of the Potomac Electric Power 
Company, Washington, D. C. . . . Edgar 
R. Coddington was elected vice president 
of Sayles Finishing Plants, Inc., and of 
Sayles Biltmore Bleacheries, Inc., both in 
Saylesville, R. I. He is a director of both 
companies, 


PROMOTIONS .. . 

Otto Brunenmeister, Jr., recently be- 
came vice president of Ohio Edison Com- 
pany, Akron, Ohio. . . . Fred G. DeLong 
was appointed vice president of Mellon 
National Bank & Trust Co., Pittsburgh, 
Pa. . . . Everett L. Hull has been elected 
treasurer of Sidney Blumenthal & Com- 
pany, Inc., New York. 

James L. Jertson was elected vice presi- 
dent-finance of Purity Stores, Ltd., San 





MR. CODDINGTON 
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MR. FREER 


Francisco, Calif. . . . The appointment 
of Louis Kuipers as assistant treasurer and 
director of Accounting of Hekman Biscuit 
Company, Grand Rapids, Mich., was re- 
cently announced. . . . J. Kurt Mahrdt 
was elected executive vice president of the 
Indiana National Bank of Indianapolis, 
Indianapolis, Ind. 

Frank Freer, Jr., has been appointed 
comptroller of Public Service Electric and 
Gas Company, Newark, N. J., succeeding 
F. Warren Cooper who has retired after 
37 years of service. Mr. Freer served as 
president of the Newark Control of Con- 
trollers Institute, 1956-57. Appointed as 
assistant comptroller, succeeding Mr. Freer 
is Lewis R. Fay. 

Edwin F. Manske recently became treas- 
urer of Rahr Malting Company, Manito- 
woc, Wis. . . . Ralph L. Swingley is now 
secretary-treasurer of Indianapolis Water 
Company, Indianapolis, Ind. . . . Conde 
Nast Publications, Inc., Greenwich, Conn., 
recently announced the election of Fred C. 
Thormann as comptroller and Alfred W. 
Cook as treasurer. 


NEW DIRECTORS... 

Robert F. Bender, executive vice presi- 
dent, International Telephone and Tele- 
graph Company, New York, N. Y.... 
Elected to the Board of Trustees of East 
River Savings Bank, New York, is Charles 
E. Eble, president of Consolidated Edison 
Company of N. Y., Inc. . . . J. P. Dragin, 
vice president-finance of the White Motor 
Company, Cleveland, Ohio. 


RETIREMENTS .. . 

Stephen A. Lipscomb, Jr., who was as- 
sistant controller of Union Bag-Camp Pa- 
per Corporation, Franklin, Va., retired on 
August 15, 1957. 


HONORS TO... 

William J. Hanley, Hanley Accounting 
Personnel Service, New York, who was 
named by Governor Harriman to repre- 
sent the State of New York, for the tenth 
consecutive year, at the Golden Anniver- 
saty Conference of the National Tax As- 
sociation in Columbus, Ohio, October 
21-25. . . . Robert S. Brumagim, CPA, 
controller of Mohasco Industries, Inc., Am- 
sterdam, N. Y., who has been notified by 
Leonard Price, president of the New York 
State Society of Certified Public Account- 
ants, of his reappointment to the advisory 
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MR. DRAGIN 


MR. PHILLIPS 


committee to the comptroller of New 
York State for the year 1957-58. 

G. Stewart Phillips, secretary and assist- 
ant treasurer, Washington (D. C.) Post 
& Times-Herald, and a past president of 
the District of Columbia Control of 
Controllers Institute, who succeeded Frank 
T. Hodgdon, Jr., controller, Cleveland 
(Ohio) Plain Dealer and News, as presi- 
dent of the Institute of Newspaper Con- 
trollers and Finance Officers. The election 
occurred at the Tenth Anniversary Meet- 
ing of INCFO at which Thomas F. Mowle, 
comptroller of the Wall Street Journal, 
New York, was one of the speakers on the 
subject of “Practical Benefits of Manage- 
ment Planning.” 


NEW APPOINTMENTS .. . 

Melvin R. Freeman, former director of 
state society services of the American In- 
stitute of Certified Public Accountants, 
has been appointed executive director of 











MR. MOWLE 


yy — 
ZD\Yy 

Word was received in the National Office of the death of 
VERL L. ELLIOTT, ninth president of Controllers Institute of 
America (1940-41), just as we went to press. Obituary will 
be published in the December issue of THE CONTROLLER. 





MR. THOMPSON 


the Oregon Society of Certified Public Ac- 
countants in addition to handling other 
public relations accounts in the Pacific 
Northwest. Offices will be maintained in 
Portland, Oregon. 


OVER THE BORDER... 

M. B. Tennant has accepted the post of 
controller of W. Clark Limited, Montreal, 
Quebec, Canada. . . . John M. Thompson 
has joined Howard Smith Paper Mills 
Limited, Montreal, Quebec, Canada, in 
the capacity of vice president-finance. . . . 
J. H. Burtch, assistant to the president of 
Morton Salt Company, Chicago, IIl., has 
been named vice president and a director 
of two Canadian subsidiaries—Canadian 
Salt Co. Ltd., and Canadian Rock Salt Co. 
Ltd., Montreal, Quebec, Canada. . . . Louis 
J. Smitten has been appointed controller 
of General Foods, Limited, Toronto, On- 
tario, Canada. (Continued on page 562) 
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desirable. 


Box D2295, The Controller 





Controller 


$25,000 


This position will be attractive to an experienced Controller or As- 
sistant Controller who is interested in joining the top management 
team of a prominent, multi-division manufacturing company. Our 
steady growth is assured and our sales exceed $400,000,000. 


You should be between the ages of 35 and 45 and have a well rounded 
background in creative financial controls, preferably in a large manu- 
facturing or processing company. Knowledge of the application of 
standard costs and flexible budgets to overall profit planning is most 


Starting compensation will consist of base salary plus a very liberal 
bonus. We are thinking in the area of $25,000. Our broad benefit 
plans have been the result of a long history of profitability. 


Your reply will be completely confidential and should include age, 
present company, position and your home telephone number. 


2 Park Ave., New York 16, N. Y. 
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CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your January 
issue, we should be notified of your new address before De- 
cember 1. Be sure to include your postal zone as well as 
your old and new address. 























Financial Executives 


BUTTRICK & MEGARY has successfully serviced the personnel require- 


ments of many small, medium and large companies in the following categories: 


MACHINE ACCOUNTANTS 
SYSTEMS MEN 
TAX SPECIALISTS 


BUDGET SPECIALISTS 
AUDITORS 
COST ACCOUNTANTS 


TREASURERS 
CONTROLLERS 
GENERAL ACCOUNTANTS 


B & M in addition to maintaining a select and complete inventory of qualified financial 
‘ and accounting executives, can prescribe proven procedures for “pinpointed 
searching” where required. 


B & M works closely with each employer client, becoming his personnel representative, 
and makes a special project of finding the right man for any assignment. 


B & M‘s trained staff, with both accounting and personnel experience, is qualified to 
counsel you on the selection of applicants with technical background and per- 
sonality factors compatible with your existing organization. 





Applicants and Employers:—Discuss your problems with us personally, and in complete 
confidence. Write in detail, or call Frank W. Hastings, KIngsley 6-2300. 


BUTTRICK & MEGARY 


(Our 26th Year as Organization Builders) 


WESTERN SAVING FUND BLDG. 











PHILADELPHIA 7, PA. 
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BLADES & MACAULAY 
INSURANCE ADVISERS 


* 


Complete Surveys of 
Corporate Insurance Affairs 


No Insurance Sold 
MArket 3-7801 


744 BROAD STREET NEWARK 2, N. J. 


Established 1926 








Personal Notes (Continued) 


AUTHORS... 


Frank P. Flint, controller, Institution 
Products Division, General Foods Cor. 
poration, White Plains, N. Y., is the au. 
thor of an article on financial forecasts 
in the September issue of Credit and Fi. 
nancial Management. 


EXTRACURRICULAR ACTIVITIES .. . 


Edward J. Gessner, secretary-treasurer 
and director, Cobb Wire Rope and Supply 
Co. and Pennsylvania Sling Company, 
Pittsburgh, Pa., addressed the Sales Execu- 
tives Club of Pittsburgh on “Relationship 
of the Controller and the Sales Manager,” 

. . Peter Guy Evans, comptroller and 
treasurer of Free Sewing Machine Com. 
pany, Los Angeles, Calif., served as a 
panel member at the Technical Session on 
“Miscellaneous Corporate Tax Problems” 
at the 12th Annual National Conference 
of Tax Executives Institute in New Or. 
leans. 

J. C. Freeman, controller of Dresser In- 
dustries, Inc., Dallas, Texas, addressed the 
Jamestown Chapter of the National Asso- 
ciation of Accountants at its September 
meeting on ‘‘Product Cost-Volume-Profit 
Relationship.” . . . A. A. Buzzi, vice presi- 
dent of Finance and Accounting, Amefi- 
can Petroleum Institute, and controller of 
Shell Oil Co., New York; P. C. Salman, 
comptroller, Socony Mobil Oil Co., Inc, 
New York; and Oral L. Luper, controller, 
Humble Oil and Refining Co., Hous- 
ton, Texas, will serve as chairmen of the 
Group Sessions and Committee Meetings, 
Division of Finance and Accounting, at 
the 37th Annual Meeting of the American 
Petroleum Institute to be held in Chicago, 
November 11-14. Richard C. Gerstenberg, 
treasurer, General Motors Corp., Detroit, 
Mich., will address the November 12 ses- 
sion. 

Five members of Controllers Institute 
participated in an American Manage- 
ment Association conference on Merg- 
ers and Acquisitions in mid-October: 
Kenneth W. Fraser, financial vice presi- 
dent, J. P. Stevens & Co., Inc., New 
York, served as chairman of the session 
on postmerger operating problems. 

John D. Grayson, president, J. I. Case 
Credit Corp., Racine, Wis., spoke on the 
subject of “Effecting Proper Financial 
Controls” and Munro Corbin, vice presi- 
dent and assistant to the president, 
Rockwell Manufacturing Co.,  Pitts- 
burgh, Pa., spoke on “Corporate Indi- 
gestion—Its Causes and Remedies.” 

Another session consisted of the case 
study on a diversified acquisition pf0- 
gram with executives from U.S. Indus- 
tries, Inc., participating. Members of 
CIA on this team were |. John Billera, 
vice president and treasurer, and Clar- 
ence B. Rex, controller. 
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Stock Market Credit 


High interest rates, not high margins, 
have proved to be the decisive factor in 
limiting the use of credit in the stock 
market according to Keith Funston, presi- 
dent of the New York Stock Exchange. 
The Federal Reserve Board, Mr. Funston 
says, has applied general credit control so 
effectively as ‘to make high margins 
largely superfluous as a credit weapon” 
and one unplanned result of the present 
70% margin requirement has been to cut 
down sharply on stock market volume. 

The Stock Exchange studies of the six 
margin increases since early 1945 reveal 
that generally such actions, unless new 


borrowing is prohibited altogether by 
100% margins, had little effect on the 
course of market credit or prices but they 
did cause volume to dwindle. 

In order to improve the market's liquid- 
ity, Mr. Funston believes that margin 
requirements should be reduced to the 
normal 40% to 50%. Exchange studies 
show, Mr. Funston notes, that most mar- 
gin purchases are made by those in the 
middle- or upper-income ranges for in- 
vestment purposes. These people, he notes, 
should be able to obtain the same type of 
credit for stocks that they have in pur- 
chasing other items. 


Corporate Profits Analyzed for the Decade 1947-1956 


A new study by MAPI analyzes cor- 
porate profits for the decade 1947-1956 
with those of the period 1923-1929, the 
most recent prior period of sustained 
prosperity. According to MAPI, the find- 
ings of the study indicate the following: 


1. Postwar corporate profits as reported 
have been grossly overstated, the excess 
averaging more than 30 per cent for the 
decade. 

2. As a result of this overstatement, 
effective corporate income tax rates have 
exceeded stated rates by an average of 
nearly seven percentage points. 

3. After appropriate adjustments, post- 
wat profits have represented a far lower 
ratio to sales, income produced, or com- 
pensation of employes, than did the ad- 
justed profits of the twenties, the reduc- 
tion of these ratios being in the vicinity 
of 40 per cent. 

4, Again after appropriate adjustments, 
postwar profits have represented about 
the same margin o.. corrected net worth 
that obtained in the earlier period. 

5. The income produced per dollar of 
corrected net worth has been about 75 per 
cent higher in the postwar decade than it 


was in the twenties. If long-term debt is 
added, the ratio of increase has been more 
than 80 per cent. 

6. Postwar corporate net saving, after 
correction, has been only 55 per cent of 
the reported saving. The ratio of corrected 
saving to income produced has been lower 
by more than 25 per cent than in the pre- 
depression period. 

7. Postwar dividend payments, while 
low in relation to income produced, have 
averaged almost as large a proportion of 
corrected profits as in the comparison 
period, and in recent years have been fully 
as large. 


The MAPI study, entitled “Corporate 
Profits in the Decade 1947-56,” indicates 
that the overstatement of corporate in- 
come has many ramifications. A realistic 
reckoning of costs and profits makes for 
better management and also makes for 
better relations with employes, political 
leaders and the general public. It is worth 
considering that if the American corporate 
system had shown its true profits of $144 
billion in the decade rather than the $187 
billion it did show, it might have saved 
itself much misdirected criticism and 
attack. 


Measuring Change in Earnings (Continued from page 534) 


son. The particular example in this article 
would be more realistic under Method II 
since the volume element affects the fluc- 
tuation in sales revenue much more than 
ptice change. 

With these three elements of measuring 
changes in sales as presented and which 


can be applied to cost whether under 
Method II or Method III, management 
has at its disposal a clearer understanding 
of the trends in their respective concerns 
than under the standard measurements 
commonly used in the Analysis of Varia- 
tion in Earnings. 


ILLUSTRATION VI 



































a Standard Method Method Method 
Measurements I HT Wl 
[Volume $28,000 $31,000 $33,400 $31,000 
Price $12,000 $12,000 $12,000 $10,000 
Yield oe ($ 1,000) ($ 5,400) ($ 1,000) | 
| Quantity-Price Factor _- ($ 2,000) ; oa = 
Vorionce $40,000 $40,000 $40,000 $40,000 
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APPRAISALS 


determined on the basis of 


REPLACEMENT COST NEW 
Less Depreciation 


@ As Engineers & Architects for In- 
dustrial Plants we know construction 
costs. Since we are constantly deal- 
ing with manufacturers of process 
equipment and machinery, our ap- 
praisal figures on contents are like- 
wise authentic. 


Your inquiry ts solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 
Boston 9, Mass. -f Spartanburg, S. C. 











Industry Seeks to Avoid ‘'Crisis’’ Pricing 


Renewed attention to price-setting pol- 
icies and procedures in today’s climate of 
intensified competition is indicated by 155 
manufacturing companies participating in 
a survey on pricing released by the Na- 
tional Industrial Conference Board. The 
Board found that a number of the firms 
are in the process of establishing policies 
and eas! to avoid the “crisis” ap- 
proach to pricing. Other survey coopera- 
tors report holding as closely as possible 
to definite price policies designed to help 
them to make the right pricing decisions. 
However, only four of the 155 participat- 
ing firms specifically state that policies 
have been committed to writing. 

Lack of a definite price policy was often 
attributed to diversity in the products pro- 
duced by the company, the decentraliza- 
tion of many concerns, and the fact that 
competitive procedures do not encourage 
hard and fast pricing guides. 

In the 145 companies reporting on the 
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CPA-TAX ATTORNEY 


desires to assist overburdened controller on 
temporary or part-time basis in the New Eng- 
land area. Box 2290. 


CPA 


will purchase individual accounts or entire 
accounting practice Boston and vicinity. Box 
2291. 


ASSISTANT CONTROLLER 
Presently in similar position in electronics 
and engineering field. Also experienced with 
preparation of operating budgets, production 
control, and production problems. Previously 
production and factory manager. Prefer me- 
dium-sized manufacturing company. Age 34. 
Willing to relocate. Box 2292. 


CONTROLLER 

for challenging position in retailing or manu- 
facturing; diversified experience in retailing 
and national public accounting firm; heavy 
background in cost, expense, profit and fi- 
nancial control, forecasting, budgeting, plan- 
ning, and systems. Ambitious, capable, and 
presently has top-level management position 
in retailing. Box 2293. 


CONTROLLER, TREASURER 


Background of successful management, cost 
control, systems and taxes; interested in 
similar position with medium-sized manu- 
facturing company. Presently employed in 
southern New England. Will relocate. CPA 
and member CIA. Box 2294. 


CONTROLLER 

Member of CIA wants position requiring 
initiative, imagination and supervisory ability 
as financial executive. Education: CPA, MBA. 
Age 39. Experience includes public account- 
ing and responsible positions in industry. 
Presently controller of multi-plant manufac- 
turer in Chicago area with salary of $18,000. 
Box 2296. 


CONTROLLER-TREASURER 


Thirty-five, five years as controller of manu- 
facturing firm doing up to $6 million an- 
nually. Handle accounting, taxes, insurance, 
government contracts, renegotiation, etc.; two 
years as contract negotiator in government 
procurement. College accounting major with 
honors. Desires position with progressive 
management. Box 2297. 


CONTROLLER 
Heavy management, industrial-public back- 
ground. Seasoned, outstanding experience in 
general and cost accounting; budgets and 
taxes; systems and procedures; financial 
management controls and planning. BBA, 
age 42, personable. Box 2298. 


CONTROLLER OR 
ASSISTANT CONTROLLER 
Member CIA. Past four years full controller- 
ship experience in medium-sized manufactur- 
ing organization. Previously held position as 
treasurer; also have diversified public ac- 
counting experience. Prefer metropolitan 
New York area. CPA (N. Y.). Age 44, mar- 

ried. Box 2299. 
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people responsible for setting prices, 60 
per cent say that price determination jg” 
the work of two or more persons. The re. 
maining 40 per cent give the job to one 
man. In both cases, the top sales executive 
or other sales personnel is mentioned most 
frequently as bola responsible for setting 
prices. The president and others in to 
management rank next as playing a leah 
ing role in price determination. 

The NICB study shows that in the 59 
companies where one person has sole te. 
sponsibility for determining prices, 33 
assign the job to their sales executives, In 
the 86 concerns where price setting is the 
result of group action, the largest number 
list a combination of president and vice 
president in charge of sales, or top man- 
agement and sales management as setting 
prices. 

Survey cooperators explain that they 
carefully consider a wide variety of factors 
in the actual process of establishing a 
product’s price. Typically, consideration is 
given to competitive prices as well as to 
a firm’s own cost and profit picture. Com- 
panies also look into the near and long. 
term potential sales volume at various 
price levels. 

Executives also mention the following 
market factors as bearing on pricing de- 
cisions: Economic value of a product to 
the customer; what the customer can af- 
ford to pay for the product; consumer ac- 
ceptance of the product; size and frequency 
of orders ; sales-repeat possibilities ; impor- 
tance of pricing in the selling situation; 
public relations aspects of price changes; 
retail shelf price; prevailing trade and 
quantity discounts; geographic patterns of 
distribution; historic price patterns; and 
the trend of prices in general. 
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ACCOUNTING PERSONNEL 
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